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Title  41— PUBUG  CONTRACTS 
AND  PROPERTY  MANAGEMENT 

Chapter  9 — ^Atomic  Energy 
Commission 

REVISION  OF  PROCUREMENT 
REGULATIONS 

Because  of  the  number  and  complexity 
of  published  amendments  to  Chapter  9, 
Title  41  of  the  Code  of  Federal  Regula¬ 
tions,  the  chapter  is  republished  as  set 
forth  below.  This  republication  contains 
numerous  editorial  changes  and  correc¬ 
tions  and  the  following  more  significant 
changes: 

1.  A  new  Part  9-59,  Administration  of 
Cost-Type  Contractor  Procurement  Ac¬ 
tivities,  has  been  added  which  together 
with  related  miscellaneous  amendments 
throughout  Chapter  9,  clarify  AEC  poli¬ 
cies  and  requirements  for  the  adminis¬ 
tration  of  cost-type  contractor  procure-  ' 
ment.  This  new  part  supersedes  previous 
AEC  regulations  regarding  procurement 
by  cost-type  contractors,  including  for¬ 
mer  Subpart  9-1.52  and  the  related  sec¬ 
tions  in  each  part  of  Chapter  9  which 
had  identified  those  regulations  requir¬ 
ing  “appropriate  treatment”  in  order  to 
carry  out  basic  AEC  procurement  poli¬ 
cies  for  cost-t3rp>e  contractors. 

2.  Part  9-5,  Special  and  Directed 
Sources  of  Supply,  has  been  extensively 
rewritten.  Subpart  9-5.50  has  been  clari¬ 
fied  by  the  addition  of  §  9-5.5001  (f) 
concerning  the  needs  of  operating  con¬ 
tractors  which  can  be  filled  by  obtaining 
excess  materials  from  GSA  Property 
Management  and  Disposal  Service.  Sub¬ 
part  9-5.51  has  been  revised  to  eliminate 
any  reference  to  procurement  by  AEC 
cost-t3rpe  contractors  from  GSA  sources 
of  supply.  This  material  is  included  in  a 
new  Subpart  9-5.9  which,  among  other 
things,  provides  that  the  document  au¬ 
thorizing  the  use  by  cost-type  contrac¬ 
tors  of  GSA  sources  no  longer  need  recite 
that  the  contractor  is  acting  as  agent 
of  the  Government.  Former  §  9-5.5207-1, 
Gallium,  has  been  deleted  since  users 
may  now  procure  gallium  on  an  unclassi¬ 
fied  and  decentralized  basis. 

3.  AECPR  9-8.700-2  has  been  revised 
to  require  the  use  of  an  appropriate  ter¬ 
mination  clause  in  architect-engineer 
contracts. 

4.  Certain  types  of  relocation  costs  are 
more  clearly  identified  under  §  9-15.5010- 
20(f)  as  being  specifically  tmallowable. 

5.  A  new  Part  9-20,  Retention  Require¬ 
ments  for  Contractor  and  Subcontractor 
Records,  has  been  added  which  exempts 
certain  AEC  contracts  and  subcontracts 
from  the  requirements  of  FPR  Part  1-20. 
The  requirements  of  the  AEC  records  dis¬ 
position  program  shall  apply  to  such  con¬ 
tracts  and  subcontracts. 

6.  Part  9-53,  Numbering  and  Distribu¬ 
tion  of  Contracts  and  Orders,  has  been 
amended  to  provide,  in  §  9-53.104,  for 
distribution  to  the  Division  of  Contracts 
of  one  conformed  copy  of  each  contract 
and  subcontract  (including  modifications 
thereto)  where  the  proposed  action  was 
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submitted  for  Headquarters  approval 
prior  to  execution. 


Part 

9-1 

9-2 

9-3 

9-4 

9-5 

9-6 

9-7 

9-8 

9-9 

9-10 

9-11 

9-12 

9-14 

9-16 

9-16 

9-17 

9-18 


9-20 


9-30 

9-61 


9-53 


9-54 

9-56 


9-56 

9-59 


General. 

Procxirement  by  Formal  Advertising. 

Procurement  by  Negotiation. 

Special  Types  and  Methods  of  Pro¬ 
curement. 

Special  and  Directed  Sources  of 
Supply. 

Foreign  Purchases. 

Contract  Clauses. 

Termination  of  Contracts. 

Patents  and  Copyrights. 

Bonds  and  Insurance. 

Federal,  State,  and  Local  Taxes. 

Labor. 

Inspection  and  Acceptance. 

Contract  Cost  Principles  and  Proced¬ 
ures. 

Procurement  Forms. 

Extraordinary  Contractual  Actions  to 
Facilitate  the  National  Defense. 

Procurement  of  Construction  and  Con¬ 
tracting  for  Architect-Engineer 
Services. 

Retention  Requirements  for  Contrac¬ 
tor  and  Subcontractor  Records. 

Contract  Financing. 

Review  and  Approval  of  Contract 
Actions. 

Numbering  and  Distribution  of  Con¬ 
tracts  and  Orders. 

Contract  Reporting. 

Justification  and  Documentation  of 
Procurement  Actions. 

Selection  of-  Contractors  by  Board 
Process. 

Administration  of  Cost-Type  Contrac¬ 
tor  Procurement  Activities. 


Sec. 

9-1.306-3  Deviations  from  Federal  Speclll 
cations. 

9-1.305-6  Use  of  Federal  and  interim  Fed 
eral  Specifications  In  cmistruc' 
tlon  contracts. 

9-1.306-1  Mandatory  use  and  appllcationi 
of  Federal  Standards. 

9-1.307  Purchase  descriptions. 

9-1.310  Responsible  prospective  con. 

tractors. 

9-1.310-1  Scope. 

9-1.310-4  General  policy. 

9-1.310-5  Standards.  ' 

9-1.310-7  Information  regarding  responal 

blllty. 

9-1.314  Solicitations  for  information  or 

planning  purposes. 

9-1.350  AEC  Specifications  and  stand- 

ards. 

9-1.360-1  Special  specifications  and  stand- 

ards. 

9-1.351  Distribution  of  Federal  Specifl- 

cations  and  Standards. 

9-1.352  Department  of  Defense  Index  o{ 

Specifications  and  Standards. 

9-1.353  [Reserved] 

9-1.354  Prebidding  and  preproposal  con¬ 

ferences. 

Subpori  9—1 .4 — Procurement  Authority  and 
Responsibility 

General  responsibility  of  con¬ 
tracting  officers. 

Standards  of  conduct. 
Disputes  provisions  in  subcon¬ 
tracts  under  fixed-price  prime 
contracts. 


PART  9-1— GENERAL 

Subpart  9—1.1 — Procurement  Regulations 


Sec. 


9-1.450 


9-1.461 

9-1.452 


9-1.101 

Scope  of  subpart. 

9-1.102 

Establishment  of  AEC  Procure¬ 
ment  Regulations. 

9-1.103 

Authority. 

9-1.104 

Applicability. 

9-1.105 

Issuances. 

9-1.105-1 

Publication. 

9-1.106-2 

Copies. 

9-1.106 

Arrangement. 

9-1.106-1 

General  plan. 

9-1.106-2 

Numbering. 

9-1.106-3 

Citation. 

9-1.107 

Implementation  and  supplemen¬ 
tation  of  FPR. 

9-1.107-1 

Description. 

9-1.108 

Exclusions. 

9-1.109 

Deviation. 

9-1.109-1 

Description. 

9-1.109-2 

Procedme. 

9-1.110 

Exemptions. 

Subpart  9—1 .2 — Definition  of  Terms 

9-1.201 

Definitions. 

9-1.250 

Commlssioin  or  AEC. 

9-1.261 

Division  Director. 

9-1.262 

Subcontract. 

9-1.263 

Contractor. 

9-1.264 

Subcontractor. 

9-1.255 

Cost- type  contractor  and  cost- 
type  subcontractor. 

9-1.256 

[Reserved] 

9-1.267 

[Reserved] 

9-1.268 

Supplier. 

9-1.259 

Supplies. 

9-1.260 

Services. 

Subparl  9—1 .3 — General  Policies 

9-1.301 

Methods  of  procurement. 

9-1.302 

Procurement  sources. 

9-1.302-1 

General. 

9-1.306-1 

Mandatory  use  of  Federal  Speci¬ 
fications. 

Subpart  9—1 .5 — Contingent  Fees 

9-1.600  Scope  of  subpart. 

9-1.601  Applicability. 

9-1.607  Use  of  Standard  Form  119. 

9-1.507-1  Form  prescribed. 

Subpart  9—1 .6— Debarred,  Suspended,  and 
Ineligible  Bidders 

9-1.600  Scope  of  subpart. 

9-1.602  Establishment  and  maintenance 
of  a  list  of  concerns  or  indi¬ 
viduals  debarred,  suspended, 
or  declared  ineligible. 

9-1.602-1  Bases  for  entry  on  debarred,  sus¬ 
pended,  or  Ineligible  list. 

9-1.603  Treatment  to  be  accorded  firms 
or  individuals  in  debarred,  sus¬ 
pended,  or  ineligible  status. 

9-1.606  Agency  procedure. 

9-1.606-1  AEC  procedural  requirements. 

9-1.606-60  Reporting  procedures. 

9-1.606-51  Collection  of  information  and 
investigation. 

9-1.606-52  Initiation  of  action. 

9-1.606-53  Notice  of  proposed  debarment. 

9-1.606-54  Hearing. 

9-1.606-66  [Reserved] 

9-1.606-66  [Reserved] 

9-1.606-57  Final  debarment  determination 
after  the  forfeiture  of  the  right 
to  be  heard. 

9-1.606-58  Notice  of  final  debarment  deter¬ 
mination. 

Subpart  9—1 .7 — Small  Business  Concerns 

9-1.700  General. 

9-1.702  Small  business  policies. 

9-1.706-3  Screening  of  procurements. 

9-1.708-3  Conclusiveness  of  certificate  ol 
competency. 

9-1.709  Records  and  reports. 

9-1.751  AEC-SBA  Agreement. 

Subpart  9—1.8 — Labor  Surplus  Area  Concerns 

9-1.807  Report  on  preference  procure¬ 

ment  in  labor  surplus  areas. 
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Stibport  9-1  <9 — Reporting  PoteibU  Antitrust 
Vioiolions 

0-1901  General. 

^1902  Documents  to  be  transmitted. 

Sabport  9-1 .1 1 — Qualiflod  Products 

9-11101  Procurement  of  qualified  prod¬ 
ucts. 

9-11160  Distribution  of  qualified  prod¬ 
ucts  lists. 

Swbport  9-1.16 — Reports  of  Identical  Bids 

9-1.1603-1  Cases  to  be  reported. 

9.1 1803-3  Submission  of  reports. 

5gbpart  9-1.50 — Change  Orders,  Equitable  Ad- 

Ivshnents,  and  Supplemental  Agreements  for 

Fixed-Price  Contracts 

9-1.5000  Scope  Of  subpart. 

9-19001  General  policy. 

9-1.6002  Applicability. 

9-19003  Definitions. 

9-1.5001  Change  orders  and  other  unilat¬ 
eral-type  modifications  within 
the  general  contract  scope. 

9-19004-1  Change  orders. 

9-19001-2  Unilateral-type  contract  modifi¬ 

cations  other  than  change 
orders. 

9-19005  Changes  outside  the  general 

contract  scope. 

9-1900B  Preparation  cA  change  orders, 

other  unilateral  contract  modi¬ 
fications,  and  supplemental 
agreements. 

9-19007  Surety  bonds. 

Subpart  9— 1.51  [Reserved] 

Subpart  9— 1.52  [Reserved] 

Subpart  9-1 .53 — Novation  Agreements  and 
Change  of  Name  Agreements 

9-1.5300  Scope  of  subpart. 

9-19301  Agreement  to  recognize  a  suc¬ 

cessor  in  Interest. 

9-1.5302  Agreement  to  recognize  change 

of  name  of  contractor. 

9-1.5303  Procediures. 

Subpart  9-1.54 — General  Policy  for  the  Avoid¬ 
ance  of  Organizational  Conflicts  of  Interest 

9-1.5401  Purpose. 

9-1.5402  Scope  and  applicability. 

9-1.5103  Applicability  to  cost-type  con¬ 

tractor  procurement. 

9-19404  Waiver. 

9-1.6406  Definition. 


§  9—1.102  Establishment  of  AEG  Pro¬ 
curement  Regulations. 

(a)  The  AEG  Procur^ent  Regula¬ 
tions  (AECPR)  are  hereby  established. 

(b)  These  regulations  Implement  and 
supplement  the  Federal  Procurement 
Relations  (FPR)  and  are  a  p>art  of 
the  Federal  Procurement  Regulations 
System. 

(c)  The  effective  date  of  FPR  issu¬ 
ances  throughout  AEG  will  be  the  date 
indicated  in  the  respective  Issuances,  un¬ 
less  otherwise  provided  in  the  AEG  Pro¬ 
curement  Regulations. 

(d)  The  effective  date  of  AEGPR  issu¬ 
ances  throughout  AEG  will  be  the  date 
Indicated  in  the  respective  issuances. 

§  9—1.103  Aulliority. 

The  AEG  Procurement  Regulations  are 
prescribed  by  the  General  Manager,  As¬ 
sistant  General  Manager  for  Operations, 
or  the  Director,  Division  of  Gontraots  of 
the  AEG,  pursuant  to  the  authority  of 
the  Atomic  Energy  Act  of  1954,  and  the 
Federal  Property  and  Administrative 
Services  Act  of  1949. 

§  9—1.104  Applicability. 

(a)  TTie  AEG  Procurement  Regula¬ 
tions  and  the  Federal  Procurement  Reg¬ 
ulations,  which  together  form  that  part 
of  the  Federal  Procm^ment  Regulations 
System  which  governs  AEG  procurement, 
apply  to  all  procurement  of  personal 
property  and  nonp>ersonal  services  (in¬ 
cluding  construction) . 

(b)  The  AEGPR  and  FPR  also  contain 
provisions  which  pertain  to  procure¬ 
ments  by  AEG  cost-type  contractors. 
(See  Part  9-59,  Administration  of 
Gost-Type  Gontractor  Procurement  Ac¬ 
tivities.) 

§  9—1.105  Issuances. 

§  9—1.105—1  Publication. 

The  AEG  Procurement  Regulations  ap¬ 
pear  in  the  Gode  of  Federal  Regulations 
as  Ghapter  9  of  Title  41,  Public  Gontracts 
and  Property  Management,  and  are  pub¬ 
lished  in  the  daily  issues  of  the  Federal 
Register,  in  cumtdative  form  in  the  Ctode 


digit,  followed  by  a  dash,  represents  the 
chapter  number  (AEG  has  b^n  assigned 
Ghapter  9) .  The  dash  is  followed  by  the 
part  number  which  may  be  one  or  more 
digits  followed  by  a  decimal  point.  The 
numbers  after  the  decimal  point  repre¬ 
sent,  respectively,  the  subpart,  section 
(in  two  digits)  and.  after  a  second  dash, 
subsection,  paragraph,  subparagraph, 
and  additional  subdivisions.  For  example, 
this  division  is  called  “§  9-1.106-2,”  in 
which  the  first  digit  denotes  the  chapter, 
the  second  the  part,  the  third  the  sub¬ 
part,  the  fourth  and  fifth  the  section,  and 
the  sixth  the  subsection. 

(b)  Where  the  AEGPR  implements  a 
part,  subpart,  section,  or  subsection  of 
the  FPR,  the  implementing  part,  subpart, 
section,  or  subsection  of  the  AEGPR  will 
be  numbered  (and  captioned)  to  corre¬ 
spond  to  the  FPR  part,  subpart,  section, 
or  subsection. 

(c)  Where  the  AEGPR  sui>plements 
the  FPR,  the  numbers  50  and  up  will  be 
assigned  to  the  parts,  subparts,  or  sec¬ 
tions  involved. 

(d)  Where  the  subject  matter  con¬ 
tained  in  a  part,  subpart,  section,  or  sub¬ 
section  of  the  FPR  requires  no  imple¬ 
mentation,  the  AEGPR  will  contain  no 
corresponding  part,  subpart,  section,  or 
subsection  number. 

§  9—1.106—3  Citation. 

AEG  Procurement  Regulations  will  be 
cited  in  accordance  with  Federal  Regis¬ 
ter  standards  approved  for  the  FPR. 
Thus,  this  section,  when  referred  to  in 
divisions  of  the  AEXi:  Prociurement  Reg¬ 
ulations,  should  be  cited  as  “§  9-1.106- 
3  of  this  chapter.”  When  this  section  is 
referred  to  formally  in  ofiicial  docu¬ 
ments,  such  as  legal  briefs,  it  should  be 
cited  as  “41  GFR  9-1.106-3.”  Any  section 
of  the  AEG  Procurement  Regulations 
may  be  informally  identified,  for  pur¬ 
poses  of  brevity,  as  AEGPR  followed 
by  the  section  number,  i.e.,  “AEGPR 
9-1.106-3.” 

§  9—1.107  Iniplementatiun  and  supple¬ 
mentation  of  FPR. 

§  9—1.107—1  Description. 


9-1.6406  General  policy. 

9-19407  Guides  applicable  prior  to  selec¬ 
tion  of  contract^  and  execu¬ 
tion  of  contract. 

9-1.5406  Oommerclal  or  other  use  of  In¬ 
formation  and  data  obtained 
under  AEG  cost-type  contracts. 

Adthoritt  :  The  provisions  of  this  Part  9-1 
issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1054,  as  amended,  68  Stat.  948,  42 
U8.C.  2201;  sec.  205  of  the  Federal  Prop^y 
•ad  Administrative  Services  Act  of  1949,  as 
•mended,  63  Stat.  390, 40  U.S.C.  486. 

Subpart  9-1.1 — Procurement 
Regulations 

§  9-1.101  Scope  of  subpart. 

This  subpart  describes  the  Atomic 
Energy  Commission  Procurement  Regu¬ 
lations  in  terms  of  esrt»blishment,  au¬ 
thority,  applicability,  Issuance,  arrange- 
moit,  implementation  and  supplementa¬ 
tion  of  FPR,  exclusions,  deviations,  and 
other  AEG  Procurement  Instructions. 


of  Federal  Regulations,  and  in  separate 
looseleaf  volume  form. 

§  9—1.105—2  Copies. 

Copies  of  the  AEG  Procurement  Regu¬ 
lations  in  the  Federal  Register  and  the 
Code  of  Federal  Regulations  form  may  be 
purchased  by  Federal  agencies  and  the 
public,  at  nominal  cost,  from  the  Super¬ 
intendent  of  Documents,  Government 
Printing  Office,  Washington,  D.C.  20402. 

§  9—1.106  Arrangement. 

§  9—1.106—1  General  plan. 

The  AEG  Procurement  Regulations 
employ  the  same  numbering  system  and 
nomenclature  used  in  the  Federal  Pro¬ 
curement  Regulations  and  conform  with 
Federal  Register  standards  approved  for 
the  FPR. 

§  9—1.106—2  Nnmbering. 

(a)  The  numbering  system  permits 
identification  of  every  unit.  The  first 


The  AEG  Procurement  Regulations 
“Implement”  and  "supplement”  the  FPR. 
The  meaning  of  these  terms  includes  the 
following: 

(a)  Implementation  may  have  either 
of  the  following  meanings: 

(1)  A  part,  subpart,  section,  etc., 
which  treats  a  similarly  numbered  por¬ 
tion  of  the  FPR  in  greater  detail  or  in¬ 
dicates  the  manner  of  compliance,  in¬ 
cluding  any  deviations. 

(2)  The  absence  of  a  corresponding 
part,  subpart,  section,  etc.,  in  the  AECTR 
indicates  that  the  FPR  is  applicable  as 
written.  Policies  and  procedures  in  the 
FPR  are  not  repeated  in  the  AECT>R. 

(b)  Supplementation  means  AEC7PR 
coverage  of  matters  which  have  no 
counterpart  in  the  FPR. 

§  9—1.108  Exclusions. 

Gertain  policies  and  procedures  which 
come  within  the  scope  of  this  chapter 
nevertheless  may  be  excluded  from 
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AECPR.  AEG  Manual,  Volume  9,  Pro-  quests  will  be  considered  on  an  expedited 
curement,  will  contain  these  exclusions  basis  and  appropriate  coordination  with 
(AEC  Procurement  Instrnotions —  Headquarters  staff  and  program  divisions 
AECPI)  which  include  the  following  will  be  obtained  by  the  Director,  Division 
categories:  of  Contracts.  Requests  involving  the  PPR 

(a)  Subject  matter  which  bears  a  will  be  considered  Jointly  by  AEC  and 
security  classification,  is  "official  use  the  General  Services  Administration,  un- 
only,”  or  is  of  a  purely  internal  nature,  less,  in  the  Judgment  of  the  Director,  Di- 

(b)  Policy  or  procedure  which  is  ex-  vision  of  Contracts,  after  due  considera- 
pected  to  be  effective  for  a  period  of  less  tion  of  the  objective  of  uniformity  and 


than  6  months. 

(c)  Policy  or  procedure  which  is  being 
instituted  on  an  experimental  basis  for 
a  reasonable  period. 

(d)  Instructional  material  that  ex¬ 
plains  more  fully  and  in  discursive 
fashion  matters  covered  in  FPR’s  and 
AECPR’s. 

§  9—1.109  Deviation. 

§  9—1.109—1  Description. 

The  term  "deviation”  includes  any  of 
the  following  actions: 

(a)  When  a  prescribed  contract  clause 
is  set  forth  veii>atim.  use  of  a  contract 
clause  covering  the  same  subject  matter 
which  varies  from  that  set  forth. 

(b)  When  a  standard  or  other  form  is 
prescribed,  use  of  any  other  form  for 
the  same  ptirpose. 

(c)  Alteration  of  a  prescribed  stand¬ 
ard  or  other  form  except  as  may  be 
authorized  in  the  regulations. 

(d)  The  Imposition  of  lesser  or,  where 
the  regulation  expressly 'prohibits,  great¬ 
er  limitations  than  are  Imposed  upon  the 
use  of  a  contract  clause,  form,  procedure, 
type  of  contract,  or  upon  any  other  pro¬ 
curement  action,  including  but  not  lim¬ 
ited  to,  the  making  or  amendment  of  a 
contract,  or  actions  taken  In  connection 
with  the  solicitation  of  bids  or  proposals, 
award,  administration,  or  settlement  of 
contracts. 

(e)  When  a  policy  or  procedure  is 
prescribed,  use  of  any  inconsistent  policy 
or  procedure. 

§  9—1.109—2  Procedure. 

In  the  interest  of  establishing  and 
maintaining  uniformity  to  the  greatest 
extent  feasible,  deviations  from  the  Fed¬ 
eral  Procurement  Regulations  System 
shall  be  kept  to  a  minimum  and  con¬ 
trolled  as  follows: 

(a)  In  individual  cases,  deviations 
from  the  PPR  and  AECPR  may  be  au¬ 
thorized  by  Division  Efirectors,  Head¬ 
quarters  (having  contracting  authority) 
and  Managers  of  Field  Offices,  unless 
otherwise  provided.  This  authority  may 
not  be  redelegated. 

(1)  A  supporting  statement  for  each 
individual  deviation,  which  indicates 
briefly  the  nature  of  the  deviation  and 
the  reasons  for  such  special  action  shall 
be  included  in  the  contract  file. 

(2)  A  copy  of  the  supporting  state¬ 
ment  for  each  individual  deviation  shall 
be  forwarded  to  the  Director,  Dividon  of 
Contracts. 

(b)  In  classes  of  cases,  requests  for  de¬ 
viations  frcmi  the  FPR  and  the  AEX^PR 
shall  be  forwarded  in  triplicate  through 
the  appropriate  Division  Director,  Head¬ 
quarters,  to  tide  Director,  Division  of 
Contracts,  and  shall  be  accompanied  by 
an  appropriate  supporting  statement.  Re- 


the  program  responsibilities  of  AEC,  cir¬ 
cumstances  preclude  such  Joint  effort.  In 
such  case,  the  Director,  Division  of  Con¬ 
tracts  will  approve  such  class  deviations 
as  he  determines  necessary  and  will  ap¬ 
propriately  notify  the  General  Services 
Administration. 

§9—1.110  Exemptions. 

(a)  Section  602(d)  (13)  of  the  Federal 
Property  and  Administrative  Services  Act 
of  1949,  as  amended,  provides  that  noth¬ 
ing  in  Uiat  Act  shall  imptair  or  affect  any 
authority  of  the  Atomic  Energy  Com¬ 
mission.  This  includes  the  authority  of 
AEX7  under  the  Atomic  Ekiergy  Act  of 
1954,  as  amended.  Public  Law  85-804,  and 
any  other  law, 

(b)  This  exemption  authority  is  to  be 
exercised  only  to  the  extent  that  com¬ 
pliance  with  the  requirements  of  the 
Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  would 
impair  or  affect  the  carrying  out  of 
AEC’s  programs.  Except  as  otherwise  ex¬ 
pressly  provided  in  these  regulations,  re¬ 
quests  for  exemptions  from  the  require¬ 
ments  of  Title  III  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of 
1949,  as  amended,  shall  be  submitted  to 
the  Director,  Division  of  Contracts.  Such 
requests  will  be  accompanied  by  an  ap¬ 
propriate  explanation  and  Justification 
for  the  exemption,  which  sets  forth  the 
grounds  on  which  compliance  with  the 
particular  requirements  of  Title  HI  of 
the  Federal  Property  and  Administra¬ 
tive  Services  Act  of  1949,  as  amended, 
would  impair  or  affect  AEC  programs. 

Subpart  9-1.2 — Definition  of  Terms 
§  9—1.201  Definitions. 

This  subpart  contains  definitions  of 
terms  used  generally  throughout  the 
AEXTPR,  in  addition  to  those  set  forth 
in  FPR  Subpart  1-1.2.  Additional  defini¬ 
tions  will  be  found  in  individual  parts  of 
PPR  and  AECPR  covering  terms  used 
in  those  parts  only. 

§9—1.250  Commission  or  AEC. 

A  distinction  is  made  in  AECTPR  be¬ 
tween  the  term  "Commission”  and  the 
abbreviation  "AEC”  in  that  the  former 
is  used  to  mean  the  Commissioners  as  a 
body  and  the  latter  to  signify  the  UH. 
Atomic  Energy  Commission.  Many  con¬ 
tract  clauses  make  no  distinction  in  these 
terms.  Where  practicable,  this  distinc¬ 
tion  will  be  made  in  AECPR,  except  In 
contracts  and  contract  clauses  where  the 
terms  are  used  simonymously. 

§9—1.231  Division  Director. 

As  used  in  AECPR,  the  term  "Division 
Director”  means  the  Director  of  a  Divi¬ 
sion  at  the  Headquarters  level  who  is 
authorized  to  enter  into  contracts. 


§  9—1.252  Subcontract. 

Unless  otherwise  provided  in  ppR 
AE(JPR,  the  term  "subcontract”  means 
any  agreement  with  a  contractor^ 
higher-tier  subcontractor  for  the  fur- 
nishing  of  supplies  or  services  required 
for  the  performance  of  a  contract.  The 
term  includes,  by  way  of  description  and 
without  limitation,  letter  contracts  and 
purchase  orders,  and  any  amendment 
or  modification  thereof  or  supplement 
thereto. 

§  9—1.253  Coiitraclor.  | 

A  "contractor”  is  any  i>erson,  firm 
association,  or  corporation  entering  into 
a  contract  with  the  Government. 

§  9—1.254  Subcontractor. 

A  "subcontractor”  is  any  person,  firm, 
association,  or  corporation  entering  into 
a  subcontract  with  a  contractor  or 
higher-tier  subcontractor. 

§  9—1.235  CoHt-type  contractor  and  cost, 
type  subcontractor. 

The  term  "cost-type  contractor" 
means  a  contractor  who  has  a  prime 
contract  with  the  AEC  on  a  cost  basis. 
The  term  “cost-type  subcontractor" 
means  a  subcontractor  who  has  a  sub¬ 
contract  on  a  cost  basis  imder  a  cost-type 
prime  contract  provided  all  the  preceding 
subcontracts,  if  any,  in  the  contractual 
chain  are  also  on  a  cost  basis. 

§  9—1.256  [Reserved] 

§  9-1.257  [Reserved] 

§  9—1.258  Supplier. 

The  term  “supplier”  means  a  manu¬ 
facturer  or  producer,  construction  con¬ 
tractor,  architect-engineer,  regular 
dealer,  or  service  establishment,  and  such 
other  persons  (or  concerns)  as  may  be 
found  by  the  AEX)  to  be  qualified  and 
responsible  as  sources  of  supplies  or 
services. 

§9—1.259  Supplies. 

The  term  "supplies”  as  used  herein 
means  all  property  except  land  or  inter¬ 
ests  in  land.  It  includes,  by  way  of  de¬ 
scription  and  without  limitation,  mate¬ 
rials,  supplies,  equipment,  public  works, 
buildings,  facilities,  tools,  and  parts  and 
accessories  for  such  items. 

§  9—1.260  Services. 

The  term  “services”  means  services 
other  than  personal  services  including, 
by  way  of  description  and  without  limi¬ 
tation,  nonpersonal  services;  educational 
or  training  services;  architectural  or  en¬ 
gineering  services;  maintenance  or  re¬ 
pair  services;  transportation  services; 
utility  services;  operating  and  manage¬ 
ment  services;  experimental,  develop¬ 
mental,  or  research  work;  and  construc¬ 
tion  work. 

Subpart  9—1.3 — General  Policies 
§  9—1.301  Methods  of  procurement. 

(a)  General.  In  promoting  the  pri¬ 
mary  objective  of  strengthening  the 
common  defense  and  security  rapidly 
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and  effectively,  there  Is  a  great  respon¬ 
sibility  to  protect  and  preserve  cwnpeti- 
tive  enterprise.  All  practicable  steps  must 
be  taken  to  provide  for  the  equitable  dis¬ 
tribution  of  contracts  among  the  maxi¬ 
mum  number  of  competent  suppliers  and 
to  avoid  the  concentration  of  contracts 
among  a  relatively  few  suppliers. 

(b)  Procurement  by  formal  advertis¬ 
ing.  Supplies  and  services  shall  generally 
be  procured  by  formal  advertising  in  ac¬ 
cordance  with  FPR  Part  1-2  and  Part 
9-2. 

(c)  Procurement  by  negotiation.  Sup¬ 
plies  and  services  may  be  procured  with¬ 
out  formal  advertising  in  accordance 
with  the  requirements  of  FPR  Part  1-3 
and  Part  9-3. 

§  9-1.302  Procurement  sources. 

§  9-1.302-1  General. 

(a)  Procurement  from  Government 
sources.  Procurement  of  certain  supplies 
and  services  may  be  effected  by  orders 
on  Government  sources  referred  to  in 
FPR  1-1.302.  It  is  the  policy  of  the  AEC 
that  such  methods  of  procurement  be 
utilized  to  the  fullest  extent  practicable, 
in  accordance  with  applicable  laws  and 
regulations.  Procurement  by  the  AEC 
under  the  Economy  Act  of  June  30,  1932, 
as  amended  (31  U.S.C.  686),  shall  con¬ 
form  to  the  requirements  of  that  Act  and 
applicable  regulations  of  the  General  Ac¬ 
counting  OfiBce.  Procedures  to  be  fol¬ 
lowed  in  procuring  from  Government 
sources  are  set  forth  in  Part  9-5. 

(b)  Procurement  from  local  trade  area 
sources.  In  soliciting  quotations  for  small 
purchases,  maximum  utilization  should 
be  made  of  the  provisions  in  FPR  1- 
3.603-1  (b)  with  respect  to  sources  within 
the  trade  area  in  which  the  procuring 
activity  is  located.  Regardless  of  the  size 
of  the  procurement,  however,  qualified 
sources  of  supply  in  the  local  trade  area 
always  should  be  considered. 

§  9-1,305—1  Mandatory  use  of  Federal 
Specifirations. 

(a)  The  policies  and  procedures  es¬ 
tablished  by  FPR  1-1.305  shall  be  com- 
plled’with  by  AEC  for  all  direct  procure¬ 
ment  except  as  provided  for  in 
§  9-1.305-5. 

(b)  The  paper  specification  standards 
published  by  the  Joint  Committee  on 
Printing  for  the  purchase  of  paper  to  be 
used  on  Government-owned  printing, 
binding,  and  duplicating  equipment  shall 
be  applied  to  cost-type  contractor  pro¬ 
curement.  The  paper  specification  stand¬ 
ards  shall  also  be  used  in  specifying 
paper  requirements  for  “Federal  print¬ 
ing”  as  defined  in  the  Government 
Printing  and  Binding  Regulations. 

§9—1.305-3  Deviations  from  Fede/al 
Specifications. 

Subject  to  the  requirements  of  FPR 
1-1.305-3,  Managers  of  Field  Offices, 
Heads  of  Divisions  and  Offices,  Head¬ 
quarters,  or  their  representatives  specif¬ 
ically  designated  for  this  purpose,  may 
authorize  deviations  from  Federal  Spec¬ 
ifications  in  connection  with  AEC 
direct  procurement.  In  those  cases  where 
use  of  Federal  Specifications  is  required 
under  §  9-1 .305-1  (a),  information  re¬ 


quired  by  FPR  1-1.305-3  (b)  (5)  with 
respect  to  deviations  shali  be  forwarded 
through  channels  to  the  Director,  Divi¬ 
sion  of  Contracts. 

§  9—1.305—5  Use  of  Federal  and  interim 
Federal  Specifications  in  construction 
contracts. 

When  specifications  for  AEC  construc¬ 
tion  are  prepared  by  private  firms.  Man¬ 
agers  of  Pfield  Offices  and  Heads  of 
Divisions  or  Offices,  Headquarters,  are 
responsible  for  obtaining  compliance 
with  the  general  policies  of  this  subpart 
to  the  extent  practicable  and  compatible 
with  meeting  program  objectives. 

§  9—1.306—1  Mandatory  use  and  appli¬ 
cations  of  Federal  Standards. 

The  policies  and  procedures  estab¬ 
lished  by  FPR  1-1.306  for  the  develop¬ 
ment  and  use  of  Federal  Standards  shall 
be  complied  with  by  AEC  to  the  same' 
extent  as  provided  for  Federal  Specifi¬ 
cations  in  §§  9-1.305-1,  9-1.305-3,  and 
9-1.305-5. 

§  9—1.307  Purchase  description.*!. 

Specifications  should  be  in  such  terms 
as  to  permit  full  and  free  competition 
among  ali  potential  suppliers.  However, 
technical  reasons  may  occasionally  exist 
for  using  specifications  which  iimit  com¬ 
petition  by  requiring  certain  types  of 
material  or  articles,  such  as  replacement 
parts,  auxiliary  equipment  and  tools  re¬ 
quired  for  use  with  major  equipment. 
Restrictive  specifications  may  be  used  to 
meet  special  requirements,  provided  (a) 
AEC  needs  cannot  reasonabiy  be  met  in 
any  other  manner,  and  (b)  a  complete 
justification  for  the  restriction  is  reduced 
to  writing  and  included  in  the  contract 
file. 

§  9-1.310  Responsible  prospective  con¬ 
tractors. 

§  9—1.310—1  Scope. 

This  section  implements  the  policy  and 
procedures  set  forth  in  FPR  1-1.310  to 
determine,  before  award,  whether  pro¬ 
spective  contractors  for  furnishing  the 
AEC  supplies  or  nonpersonal  services 
(including  construction)  qualify  as 
responsible. 

§9—1.310—4  General  policy. 

A  “responsible  prospective  contractor” 
is  one  which  is  foimd  by  the  contracting 
officer  to  meet  all  of  the  applicable 
standards  specified  in  §  9-1.310-5,  Stand¬ 
ards,  in  addition  to  FPR  1-1.310-5.  If 
the  contracting  officer  has  sufficient  cur¬ 
rent  information  to  satisfy  himself  that 
the  prospective  contractor  meets  these 
standards,  the  contracting  officer  may 
proceed  with  the  award  without  further 
inquiry.  In  all  other  cases  before  making 
determinations  of  responsibility,  the 
contracting  officer  shall,  by  specific  in¬ 
quiry,  obtain  information  sufficient  to 
satisfy  himself  that  a  prospective  con¬ 
tractor  currently  meets  the  applicable 
standards  set  forth  in  §  9-1.310-5  and 
FPR  1-1.310-5. 

§  9—1.310—5  Standards. 

(a)  In  order  to  qualify  as  responsible, 
a  prospective  contractor  must,  in  the 
opinion  of  the  contracting  officer,  meet 


the  following  standards  in  addition  to 
those  set  forth  in  FPR  1-1.310-5  as  they 
relate  to  the  particular  procurement  un¬ 
der  consideration; 

(1)  An  accounting  system  and  finan- 
ciai  controls  have  been  established  and 
are  determined  by  the  contracting  offi¬ 
cer  to  be  adequate  to  permit  the  admin¬ 
istration  of  the  type  of  contract  proposed, 
particularly  if  imder  its  terms  the  costs 
incurred  are  a  factor  in  determining  the 
amount  payable  under  the  contract,  or  if 
advance  or  progress  payments  are 
requested. 

(2)  In  determining  the  adequacy  of 
a  prospective  contractor’s  financial  re¬ 
sources  for  the  performance  of  the  pro¬ 
posed  contract,  as  required  by  FPR 
1-1.3 10-5  (a)(1),  particular  attention 
shall  be  given  to  the  ability  of  the  con¬ 
tractor  to  discharge  his  full  financial 
responsibility  for  charges  and  losses  of 
Government-furnished  material,  such  as 
special  nuclear  materials,  when  the  con¬ 
tractor  has  financial  responsibility  for 
such  material. 

§  9—1.310—7  Inrormalion  regardinf;  re¬ 
sponsibility. 

Before  making  a  determination  of  re¬ 
sponsibility,  the  contracting  officer  shall 
have  sufficient  current,  information  to 
satisfy  himself  that  the  prospective  con¬ 
tractor  meets  the  standards  in  FPR 
1-1.310-5  and  §  9-1.310-5.  To  the  extent 
appropriate  to  the  particular  procure¬ 
ment  under  consideration,  information 
from  the  following  sources  in  addition 
to  those  in  FPR  1-1.310-7  should  be  uti¬ 
lized  before  considering  making  a  pre¬ 
award  on-site  evaluation: 

(a)  Financial  information.  (1)  Bal¬ 
ance  sheet  and  profit  and  loss  statement 
for  the  most  recent  fiscal  year  prepared 
and  certified  by  an  independent  public 
accountant  and,  if  available,  similar 
financial  data  for  the  2  previous  years; 
also,  latest  available  interim  balance 
sheet  and  profit  and  loss  statement  of 
the  current  fiscal  year.  If  audit  reports 
by  an  independent  public  accountant  are 
not  available,  a  prospective  contractor 
may  be  required  to  submit  affidavits  con¬ 
cerning  financial  data  which  fully  set 
forth  its  financial  condition  and  oper¬ 
ating  results. 

(2)  Information  as  to  the  prospective 
contractor’s  schedule  of  principal  con¬ 
tracts,  subcontracts  and  purchase  or¬ 
ders,  listing:  Government  and  civilian 
contracts  and  orders  separately,  the  re¬ 
spective  Government  or  civilian  contract 
representative;  the  aggregate  amount 
of  any  unliquidated  advance  or  progress 
payments,  loans,  liens,  pledges,  or  as¬ 
signments  relating  to  each  such  contract 
or  order;  performance  or  deliveries  un¬ 
der  the  contracts  or  purchase  orders  with 
full  infofmation  on  past  contractual 
performance  including  the  current  status 
of  all  delinquencies  and  existing  back¬ 
logs;  and  whether  financial  aid  was  fur¬ 
nished  by  the  Government. 

(b)  Organization,  experience,  and  fa¬ 
cilities — (1)  Organization.  Form  of  com¬ 
pany  (corporation,  partnership,  etc.) ; 
status  of  company  (manufacturer,  regu¬ 
lar  dealer,  etc.) ;  affidavits  of  parent 
company  (business,  organization,  and  re¬ 
lationship)  ;  small  business  status. 
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(2)  Experience.  Business,  manufac¬ 
turing,  research,  development,  services, 
including: 

(i)  Length  of  time  in  present  business 
and  all  previous  businesses; 

(ii)  Type  of  business; 

(iii)  Similarity  between  the  current 
business  experience  and  the  supplies, 
services,  or  activities  required  by  the 
proposed  contract. 

(3)  Facilities.  Adequacy  and  avail¬ 
ability  of  plant  facilities,  materials,  and 
personnel  for  the  performance  of  the 
proposed  contract,  including  the  follow¬ 
ing,  as  appropriate: 

(i)  Facilities,  including  office,  manu¬ 
facturing,  laboratory,  and  warehouse 
areas;  the  quality  and  quantity  of  pro¬ 
duction  or  technical  tools  and  equipment; 

( ii )  Materials  and  components ; 

(hi)  Trained  labor  force  and  the  com¬ 
pany’s  labor  relations;  availability  of 
unskilled  labor  and  training  facilities; 

(Iv)  Qiiallty  of  the  scientific,  techni¬ 
cal,  and  engineering  staff ; 

<v)  The  kinds  and  amount  of  work 
usually  performed  by  subcontracting  and 
the  identity  of  major  subcontractors  and 
their  technical,  scientific,  productive,  de¬ 
velopmental,  and  financial  qualification; 
the  reputation  of  such  subcontractors 
and  their  past  performance  record  on 
contracts;  and  a  schedule  of  their  cur¬ 
rent  principal  contracts  and  subcon¬ 
tracts;  and  the  extent  to  which  the 
prospective  contractor  proposes  to  per¬ 
form  the  contract  by  subcontracting; 

(vl)  Quality  control  procedures  fol¬ 
lowed  throughout  purchasing,  produc¬ 
tion,  subcontracting,  storage,  mainte¬ 
nance  and  shipment. 

§  9—1.314  Solicitations  for  informa¬ 
tional  or  planning  purposes. 

The  allowance  for  the  cost  of  prepar¬ 
ing  quotations  referred  to  in  FPR 
1-1.314  shall  be  determined  in  accord¬ 
ance  with  AEC  cost  principles  set  forth 
in  S  9-15.5010-13,  “Bidding  expense  and 
costs  of  proposals.” 

§  9—1.350  AEC  Specifications  and  Stand¬ 
ards. 

§  9—1.350—1  Special  specifications  and 
standards. 

When  special  specifications  or  stand¬ 
ards  are  used  by  a  field  office  or  Head¬ 
quarters  on  a  recurring  basis  or  used  by 
two  or  more  field  offices  or  contractors, 
consideration  should  be  given  to  con¬ 
verting  them  to  AEC  specifications.  Ac¬ 
cordingly,  contracting  officers  are  urged 
to  bring  to  the  attention  of  the  Director, 
Division  of  Contracts  any  such  special 
specifications  which  they  believe  may  be 
of  use  to  more  than  one  field  office.  The 
Director,  Division  of  Contracts  will  notify 
field  offices  of  the  existence  of  any  AEC 
specification. 

§  9—1.351  Distribution  of  Federal  Speci¬ 
fications  and  Standards. 

(a)  AEC  does  not  maintain  a  central 
distribution  point  for  specifications  and 
standards.  Index  of  Federal  Specifica¬ 
tions,  Standards,  and  Handbooks  may  be 
obtained  by  submission  of  an  order  from 
field  offices  to  the  GSA  Region  3,  Federal 
Supply  Service,  Buying  Division,  Gieneral 


Services  Regional  Office  Building,  Wash¬ 
ington,  D.C.  20407.  Copies  of  Federal 
Specifications  and  Standards  may  be  ob¬ 
tained  in  the  same  manner.  Single  copies 
of  product  specifications  required  for  bid¬ 
ding  purposes  are  available  without 
charge  at  the  Business  Service  Centers 
of  the  General  Services  Administration 
Regional  Offices.  Nongovernment  activi¬ 
ties  should  obtain  copies  of  the  Index 
and  of  Federal  Specifications  and  Stand¬ 
ards  from  the  Superintendent  of  Docu¬ 
ments,  U.S.  Government  Printing  Office, 
Washlngtcoi,  D.C.  20402. 

(b)  Field  offices  and  Headquarters 
shall  maintain  current  copies  of  these 
indexes  and  sui^ilements  and  shall  main¬ 
tain  files  of  current  copies  of  Federal 
Specifications  and  Standards  covering  all 
items  which  are  purchased  on  a  recurring 
basis  for  which  specifications  or  stand¬ 
ards  are  available.  Managers  of  Field 
Offices  are  responsible  for  assuring  the 
availability  of  the  Indexes  and  Federal 
Specifications  and  Standards  to  cost- 
type  contractors. 

§  9—1.3.52  Department  of  Defense  Index 
of  Specifications  and  Standards. 

These  Indexes  may  be  obtained  from 
the  Superintendent  of  Etocuments,  Gov¬ 
ernment  Printing  Office,  Washington, 
D.C.  20402.  Copies  of  Specifications  and 
Standards  are  ordered  from  the  cogni¬ 
zant  Military  activity  developing  each 
particular  specification  or  standard. 

§  9—1.353  [Reserved] 

§  9—1  ..354  Prebidding  and  preproposal 
conferences. 

(a)  Wherever  considered  advanta¬ 
geous,  particularly  for  the  more  complex, 
unusual,  or  large  projects,  a  prebidding 
or  preproposal  conference  should  be  held 
with  prospective  contractors  and  their 
suppliers  prior  to  receipt  of  bids  or  pro¬ 
posals  in  connection  \rith  formally  ad¬ 
vertised  or  negotiated  procurements. 

(b)  The  primary  objectives  of  such 
conferences  are  to  avoid  production  and 
construction  problems  and  contingency 
items  in  bids  or  proposals  by: 

(1)  Outlawing  principal  features  of 
the  project. 

(2)  Answering  questions  and  identify¬ 
ing  any  ambiguity  or  obscurity  concern¬ 
ing  the  proposed  work  and  the  plans  and 
specifications. 

(3)  Soliciting  prospective  contractors’ 
opinions  on  matters  such  as  feasibility  of 
proposed  production  or  construction 
techniques  and  tolerances. 

(4)  Soliciting  prospective  contractors’ 
suggested  changes  in  design  or  In  pro¬ 
visions  of  the  proposed  contract  which 
could  result  in  more  economical  produc¬ 
tion  or  construction. 

(c)  Such  conferences  may  also  be  held 
prior  to  the  issuance  of  invitations  for 
bids  or  requests  for  proposals  when  the 
main  objective  is  to  obtain  the  views  of 
prosp>ectIve  contractors  on  matters  such 
as  production  or  construction  techniques. 

(d)  Changes  or  clarifications  found  to 
be  necessary  as  a  result  of  a  prebidding 
or  preproposal  conference  shall  be  in¬ 
cluded  in  addenda  to  the  invitation  for 
bids  or  request  for  proposals. 


Subpart  9-1 .4 — Procurement 
Authority  and  Responsibility 

§  9-1.450  General  responsibility  of  con 
trading  officers. 

Contracting  officers  are  responsible 
for: 

(a)  Executing  and  administering  con¬ 

tracts  in  such  a  manner  as  to  safeguard 
the  interest  of  the  United  States  in  con¬ 
tractual  relationships  and  making  deter-  I 
minatlons  of  fact  tmder  contracts;  '  ’ 

(b)  Advising  the  contractor  by  letter 
or  other  appropriate  means: 

(1)  The  name  of  any  contracting  olB-  1 

cer’s  representative,  the  extent  of  such 
representative’s  authority  and  any  limit-  t 
ations  placed  thereon;  [ 

(2)  The  name  of  any  site  representa¬ 
tive  or  other  technical  representative  r 
designated  to  provide  technical  survell-  I 
lance  of  the  work  being  performed  under  I 
the  contract,  the  extent  of  such  repre¬ 
sentative’s  authority  and  any  limltatl^ 
placed  thereon. 

(c)  Using  standard  contract  forms,  as  i 
required  by  the  FPR  and  AECPR; 

(d)  Obtaining  all  necessary  approvals  t 
and  otherwise  complying  with  applic^le 
directives  issued  by  the  General  Man-  ? 
ager;  Director,  Division  of  Contracts;  ^ 
other  Division  Directors;  and  Managers 

of  Field  Offices;  i 

(e)  Personally  signing  all  contracts  I* 
and  modifications  entered  into  by  them  i 
(this  authority  cannot  be  delegated  to 
others,  nor  will  the  signing  of  contract-  I 
ual  documents  be  accomplished  by  ^ 
facsimile  stamps  or  by  proxy) ; 

(f)  Exercising  care,  skill,  and  judg¬ 
ment  in  all  their  actions; 

(g)  Assuring  that  funds  are  available 
and  that  their  authority  to  subject  the 
Government  or  its  property  to  any  risk 

is  not  being  exceeded;  t 

(h)  Maintaining  constant  cognizance 

with  respect  to  contract  compliance  on 
the  part  of  the  contractor;  ) 

(1)  Securing  the  advice  of  legal,  tech¬ 
nical,  and  administrative  staffs  of  the  > 
AEC  as  to  the  sufficiency  of  the  contracts 
prior  to  their  execution;  i 

(j)  Initiating  any  appropriate  action 
necessary  to  prcdierly  assure  the  satis¬ 
factory  performance  of  their  contracts;  i 

(k)  Knowing  and  acting  within  the  I 
scope  and  limitation  of  their  authority.  ^ 

§9—1.451  Standards  of  conduct.  | 

The  business  ethics  of  all  persons  ' 
charged  with  administration  and  ex¬ 
penditure  of  Government  funds  must  be 
above  reproach  and  suspicion  in  every 
respect  at  all  times.  It  is  important  that 
afll  persons  engaged  in  procurement  and 
related  duties  adhere  to  and  be  guided  by 
the  AEC’s  policies  and  instructions  on 
personnel  conduct.  Detailed  rules  appli¬ 
cable  to  the  conduct  of  employees  are  set 
forth  in  10  CFR  Part  0. 

§  9—1.452  Disputes  provisions  in  sub¬ 
contracts  under  fixed-price  prime 
contracts. 

A  contracting  officer  shall  not  author¬ 
ize  or  approve  the  inclusion  of  a  provi¬ 
sion  requiring  his  decision  of  disputes 
and  providing  for  an  appeal  therefrom  to 
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the  Commission  (or  any  component 
^anization  or  board)  in  subcontracts 
under  any  fixed-price  prime  contracts. 

Subpart  9-1.5 — Contingent  Fees 

§  9-1.500  Scope  of  subpart. 

This  subpart  prescribes  the  use  by 
AEC  of  the  “covenant  against  con¬ 
tingent  fees”  and  sets  forth  the  policies 
in  regard  to  AEC  direct  procurement  and 
cost-type  contractor  procurement. 

§  9-1.501  Applicability. 

The  policies  and  requirements  of  FPR 
Subpart  1-1-5  shall  be  applied  to  all  AEC 
direct  and  cost-type  contractor  procure¬ 
ment  activities. 

§  9^1.507  Use  of  Standard  Form  119. 

§  9-1.507-1  Form  prescribed. 

Each  Standard  Form  119  completed  in 
connection  with  an  AEC  direct  contract, 
together  with  other  relevant  information 
shall  be  reviewed  by  the  Office  of  the 
General  Counsel  (or  the  Office  of  the 
Chief  Counsel  in  the  field)  prior  to  the 
initiation  of  appropriate  action.  An  in¬ 
formation  copy  of  each  such  form,  to¬ 
gether  with  a  record  of  action  taken, 
shall  be  forwarded  to  the  Director,  Divi¬ 
sion  of  Contracts. 

Subpart  9-1 .6 — Debarred,  Suspended, 
and  Ineligible  Bidders 

§  9-1.600  Scope  of  subpart. 

This  subpart  implements  and  supple¬ 
ments  the  policies  and  procedures  set 
forth  in  FPR  Subpart  1-1.6  relating  to 
the  debarment,  suspension,  or  ineligi¬ 
bility  of  bidders  for  any  cause. 

§  9-1.602  Establishment  and  mainte¬ 
nance  of  a  list  of  concerns  or  indi¬ 
viduals  debarred,  suspended,  or  de¬ 
clared  ineligible. 

The  Director,  Division  of  Contracts 
shall  establish  and  maintain  a  list  of 
firms  or  individuals  debarred  or  ineligi¬ 
ble  for  contracts  with  the  AEC  and  with 
AEC  cost-type  prime  contractors  pursu¬ 
ant  to  FPR  1-1.602.  This  list  shall  be 
designated  as  the  List  of  Disqualified 
Bidders  and  Ineligible  Contractors,  and 
its  use  by  all  AEC  procuring  activities  is 
mandatory.  The  Director,  Division  of 
Contracts  shall  periodically  publish  this 
Ust  and  distribute  it  to  AEC  contracting 
oflttcers. 

§  9-1.602—1  Bases  for  entry  on  de¬ 
barred,  suspended,  or  ineligible  list. 

The  Director,  Division  of  Contracts, 
shall  place  all  firms  and  individuals 
within  the  categories  specified  in  FPR 
1-1.602-1  and  1-1.604  on  the  List  of  Dis¬ 
qualified  Bidders  and  Ineligible  Contrac¬ 
tors  as  soon  as  determination  is  mq^e 
of  debarment  or  ineligibility.  AEC  de¬ 
barments  under  FPR  1-1.604  are  subject 
to  the  procedural  requirements  in 
5  9-1.606. 

§  9—1.603  Treatment  to  be  accorded 
firms  or  individuals  in  debarred,  sus¬ 
pended,  or  ineligible  status. 

The  Director,  Division  of  Contracts, 
may  determine,  pursuant  to  FPR  1-1.603 
(a),  that  an  exception  is  essential  to  the 
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public  interest  for  a  specific  procurement 
action  only.  Such  action  shall  be  docu¬ 
mented  to  reflect  the  determination  and 
the  justification  therefor. 

§  9—1.606  Agency  procedure. 

§  9—1.606—1  AEC  procedural  require¬ 
ments. 

This  section  establishes  AEC  internal 
procedures  for  giving  effect  to  FPR  Sub¬ 
part  1-1.6  as  required  by  FPR  1-1.606. 

§9—1.606—50  Reporting  procedures. 

All  Headquarters  Divisions,  Offices, 
Managers  of  Field  Offices,  and  con¬ 
tracting  officers  are  responsible  for  re¬ 
porting  any  evidence  of  offenses  or 
irregularities  which  may  be  grounds  for 
debarment  or  suspension.  The  report 
shall  be  made  to  the  Director,  Division  of 
Contracts.  The  report  shall  contain  a  full 
statement  of  facts,  and  shall  be  supported 
by  appropriate  exhibits.  If  all  necessary 
information  is  not  readily  available,  a 
preliminary  report  shall  be  forwarded  to 
be  followed  as  soon  as  practicable  by  a 
completely  documented  report. 

§  9—1.606—51  Collection  of  information 
and  investigation. 

(a)  The  Director,  Division  of  Con¬ 
tracts,  shall  collect  and  evaluate  infor¬ 
mation  to  determine  whether  an  alleged 
offense  or  irregularity  warrants  the  initi¬ 
ation  of  a  debarment  proceeding. 

(b)  The  Director,  Division  of  Con¬ 
tracts  may  request  assistance  from  the 
Division  of  Inspection  whenever  an  in¬ 
vestigation  may  be  required.  The  Division 
of  Inspection  will  make  a  thorough  in¬ 
vestigation  of  the  circumstances  as  ex¬ 
peditiously  as  possible,  and  will  report 
the  results  to  the  Director,  Division  of 
Contracts. 

§9—1.606—52  Initiation  of  action. 

The  Director,  Division  of  Contracts, 
with  the  concurrence  of  the  Office  of  the 
General  Counsel,  and  after  consultation 
with  the  Division  of  Inspection,  and  such 
offices  as  he  deems  appropriate,  shall 
determine  whether  causes  and  conditions 
exist  to  initiate  a  debarment  action  or  to 
issue  a  notice  of  suspension. 

§  9—1.606—53  Notice  of  proposed  debar¬ 
ment. 

(a)  The  Director,  Division  of  Con¬ 
tracts  shall  initiate  a  debarment  proceed¬ 
ing  by  sending  a  notice  of  proposed 
debarment  by  registered  mail  (return  re¬ 
ceipt  requested)  to  the  Arm  or  individual 
proposed  for  debarment. 

(b)  A  notice  of  proposed  debarment 
will: 

(1)  Concisely  state  the  facts  on  which 
the  proposed  debarment  is  predicated; 

(2)  Specify  the  period  of  the  proposed 
debarment; 

(3)  Inform  the  Arm  or  individual  of 
the  action  which  the  AEC  may  take  in 
the  event  a  low  bid  or  proposal  is  re¬ 
ceived  from  the  Arm  or  individual  before 
the  proposed  debarment  is  Anally 
determined; 

(4)  Inform  the  Arm  or  individual  of 
its  right,  within  twenty  (20)  days  of  the 
date  of  the  notice  of  the  proposed  debar¬ 
ment,  or  such  other  time  as  may  be 
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specifled  in  the  notice,  to  request  a 
hearing; 

(5)  Provide  that  the  Arm  or  individual 
may  submit  a  written  reply  to  the  notice 
of  proposed  debarment  within  twenty 
(20)  days  of  its  date,  or  such  other  time 
as  may  be  specifled  in  the  notice.  The 
reply  shall  set  forth  the  facts  on  which 
the  Arm  or  individual  relies  and  request  a 
hearing,  if  one  is  desired. 

(6)  Inform  the  Arm  or  individual  that 
if  no  reply  or  request  for  hearing  is  re¬ 
ceived  within  twenty  (20)  days  from 
the  date  of  the  notice  of  proposed  de¬ 
barment  or  such  other  time  as  may  be 
specifled  in  the  notice,  that  the  debar¬ 
ment  will  become  effective  on  a  date 
specifled  in  the  notice. 

§  9—1.606—54  Hearing. 

A  hearing,  if  requested,  shall  be  con¬ 
ducted  before  the  AEC  Board  of  Contract 
Appeals.  (See  10  CFR  3.17,  “Conduct  of 
hearings,"  and  10  CFR  3.21,  “Reconsid¬ 
eration.”)  The  AEC  Board  of  Contract 
Appeals  has  the  Anal  authority  to  decide 
debarment  cases  after  hearings. 

§  9—1.606—55  [Reserved] 

§  9-1.606-56  [Reserved] 

§  9—1.606—57  Final  debarment  determi¬ 
nation  after  the  forfeiture  of  the 
right  to  be  heard. 

(a)  If  the  Director,  Division  of  Con¬ 
tracts,  on  the  basis  of  an  analysis  of  all 
information  submitted  for  his  review, 
determines  that  the  proposed  debarment 
is  not  warranted,  he  shall  notify,  in 
writing,  the  Arm  or  individual  concerned 
within  forty  (40)  days  after  the  notice 
of  proposed  debarment. 

(b)  If  the  Director,  Division  of  Con¬ 
tracts,  on  the  basis  of  an  analysis  of  all 
information  submitted  for  his  review, 
determines  that  the  proposed  debarment 
is  warranted,  he  shall  transmit  his  rec¬ 
ommendation  for  debarment,  and  all  in¬ 
formation  on  which  such  recommenda¬ 
tion  is  based,  to  the  General  Manager. 
The  General  Manager  shall  determine  in 
writing  whether  to  debar.  If  the  General 
Manager  determines  to  debar,  the  Direc¬ 
tor,  Division  of  Contracts  shall  notify,  in 
writing,  the  Arm  or  individual  within 
forty  (40)  ‘days  after  the  notice  of  pro¬ 
posed  debarment.  The  General  Man¬ 
ager’s  determination  shall  accompany 
the  notice  conflrming  the  proposed  de¬ 
barment.  The  notice  conflrming  the  pro¬ 
posed  debarment  shall  state  the  effective 
date  and  the  period  of  the  debarment. 
The  period  of  the  debarment  shall  be  no 
greater  than  that  specifled  in  the  notice 
of  proposed  debarment. 

§  9—1.606—58  Notice  of  final  debarment 
determ  i  nation. 

(a)  The  Director,  Division  of  Con¬ 
tracts  shall  promptly  notify  all  Head¬ 
quarters  Divisions,  Offices,  and  Managers 
of  Field  Offices  of  all  debarment  actions 
taken  pursuant  to  this  subpart. 

(b)  The  Director,  Division  of  Con¬ 
tracts  shall  notify  the  General  Services 
Administration  of  the  names  of  all  firms 
or  individuals  placed  on  or  removed  from 
the  List  of  Disqualified  Bidders  and  In¬ 
eligible  Contractors. 
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Subpart  9-1.7 — Small  Business 
Concerns 

§  9-1.700  GeneraL 
Thifi  sidK>art  impl^ii^ts  and  supple¬ 
ments  general  Government  policies  and 
procedures  set  forth  In  FPR  Sul%>art 
1-1.7. 

§  9-1.702  Small  business  policies. 

(a)  Specific  policies.  (1)  Headquarters 
and  Field  Oflaces  shall  coop>erate  with 
the  SBA  in  implementing  the  policies 
and  procedures  set  forth  in  FPR  Subpart 
1-1.7  and  this  subpart. 

(2)  Managers  of  Field  OfiBces  shall  ap¬ 
point  persons  under  their  Jurisdiction  to 
serve  in  a  liaison  ci4>acity  with  SBA 
representatives.  Managers  of  Field  OflBces 
shall  request  cost-tsTie  contractors  to 
make  similar  appointments. 

(3)  The  AEC-SBA  Agreement  set  forth 
in  §  9-1.751  provides  a  basis  for  cooper¬ 
ation  between  the  two  agencies  to  fur¬ 
ther  the  AEC  small  business  prc^ram  and 
the  Intent  of  Ccaigress  which  is  set  forth 
in  the  Small  Business  Act.  It  is  expected 
that  field  offices,  through  contracting  of¬ 
ficers,  will  cooperate  with  the  SBA  in 
establishing  set-aside  programs  or  in  set¬ 
ting  aside  selected  items  or  classes  of 
items  of  procurement.  Where  SBA  rep¬ 
resentatives  are  not  available  to  screen 
proposed  procurements  and  to  initiate 
joint  small  business  set-asides,  unilateral 
small  business  set-asides  shall  be  made 
by  the  contracting  officers  as  appropriate. 

§  9—1.705—3  Screening  of  procurements. 

(a)  Class  set-asides.  An  agreement 
has  been  reached  between  the  ABC  and 
the  SBA  that  AEC  would  accept  SBA 
initiation  of  class  set-asides  for  formally 
advertised  construction  procurements  es¬ 
timated  to  cost  between  $2,500  and 
$500,000,  including  new  construction,  and 
repair,  maintenance,  and  alteration  of 
structures.  When,  in  the  Judgment  of  the 
contracting  officer,  a  particular  procure¬ 
ment  falling  within  these  dollar  limits 
is  determined  unsuitable  for  a  set-aside 
for  exclusive  small  business  participa¬ 
tion,  he  shall  notify  the  appropriate  SBA 
representative  of  this  decision.  Unless 
SBA  appeals  the  decision  (see  FPR  1- 
1.706-2),  the  contracting  officer  shall 
proceed  to  process  the  procurement  on 
an  unrestricted  basis.  Proposed  contracts 
for  construction,  and  repair,  mainte¬ 
nance,  and  alteration  of  structures  hav¬ 
ing  an  estimated  cost  of  more  than  $500,- 
000  shall  not  be  set  aside  for  exclusive 
small  business  participation. 

§  9—1.708—3  Conclusiveness  of  certifi¬ 
cate  of  competency. 

If  the  contracting  officer  questions  the 
acceptability  of  an  SBA  certificate  of 
competency  based  on  substantial  doubt 
as  to  a  particular  firm’s  ability  to  per¬ 
form,  he  shall,  before  award,  promptly 
refer  the  matter  to  the  Director,  Division 
of  Contracts  for  a  final  decision. 

§  9—1.709  Records  and  reports. 

A  semiannual  small  business  report 
shall  be  prepared  by  each  field  office  and 
forwarded  to  the  Director,  Division  of 


Contracts  not  later  than  the  thirtieth  day 
following  the  end  of  the  6-month  period 
covered  by  the  report.  Managers  of  Field 
Offices  shall  require  similar  reports  to 
be  prepared  by  cost-tsrpe  contractors  to 
accompany  the  field  office  reports.  Re¬ 
ports  shall  be  prQ>ared  as  follows: 

(a)  Narrative  statement  regarding  the 
operation  of  the  program  during  the 
6-montii  period. 

(b)  Tabulation  of  the  following  fac¬ 
tual  information: 

(1)  Number  of  contracts  awarded  to 
small  business  concerns  during  the  6- 
month  period  which  have  not  previously 
received  contracts. 

(2)  Niunber  of  small  business  concerns 
added  to  bidders  mailing  lists  during  the 
6-month  period. 

(3)  Number  and  dollar  value  of  awards 
to  small  business  concerns  compared  to 
the  number  and  dollar  value  of  awards 
suitable  for  small  business  concerns. 

(4)  Number  and  dollar  value  of  invi¬ 
tations  to  bid  and  requests  for  propos¬ 
als  referred  to  SBA. 

(5)  Number  and  dollar  value  of  set- 
asides  to  small  business. 

§  9—1.751  AEC-SBA  Agreement. 

A  revised  agreement  for  cooperation 
was  signed  by  the  Chairman  of  the  AEC 
and  the  Administrator  of  the  SBA  in 
October  1960.  The  term  “Operations  Of¬ 
fice,’’  as  used  in  the  agreement,  shall  also 
apply  to  field  offices.  The  text  of  this 
Agreement  follows: 

(a)  Introduction.  The  purpose  of  this  doc- 
Timent  Is  to  revise  and  to  continue  an  agree¬ 
ment  between  the  Atomic  Energy  Commis¬ 
sion  (AEC)  and  the  Small  Business  Adminis¬ 
tration  (SBA),  which  has  resulted  In  a 
friendly  cooperative  relationship  since  the 
agreement  was  established  originally  In  1953. 
The  agreement  provides  a  basis  for  cooper¬ 
ation  between  the  two  agencies  In  order  to 
further  the  AEC  small  business  program 
and  the  Intent  of  Congress  which  Is  set  forth 
In  the  Small  Business  Act.  To  the  extent 
applicable,  the  agreement  Is  supplemented 
by  the  Federal  Procmement  Regulations 
(FPB’s)  pertaining  to  Small  Business,  which 
include  definitions  and  uniform  procedures 
for  set-asides  and  Certificates  of  Compe¬ 
tency. 

(b)  Agreement.  *1116  AEC  and  SBA  will 
continue  to  establish  and  maintain  liaison 
between  appropriate  combinations  of  AEC 
Operations  Offices  and  SBA  Offices  for  ex¬ 
changes  of  InfcH-matlon  regarding  AEC  op¬ 
portunities  for  small  businesses,  additional 
sources  of  qualified  small  business  concerns, 
and  appropriate  matters. 

(c)  Liaison — 

(1)  Establishment.  SBA  Area  Offices  will 
continue  to  establish  and  maintain  liaison 
with  the  AEC  Operations  Offices  within  their 
respective  geographical  regions.  Su(fii  liaison 
may  Include  arrangements  with  respect  to 
the  AEC  Area  Offices  and  cost-type  contrac¬ 
tors  administered  by  an  Operations  Office. 

Where  an  AEC  Operations  Office  Is  located 
in  one  SBA  area  and  the  AEC  Area  Offices  and 
cost-type  operating  contractors  are  located 
in  other  SBA  areas,  the  SBA  Area  Office  serv¬ 
ing  the  area  in  which  the  AEC  Area  Office 
or  coBt-t3rpe  opwatlng  contractor  Is  located 
shall  contact  the  AEC  Operations  Office  con¬ 
cerned  regarding  the  establishment  of  liaison 
procedures  for  such  Area  Office  or  cost-type 
contractor. 

(2)  Procedures.  Detailed  procedures  for 
carrying  out  the  exchanges  of  Information 


by  this  agreement  have  been  Jointly  devd- 
oped  and  will  continue  to  be 
and  modified,  as  experience  suggests,  by  esdi 
combination  of  SBA  Regional  and  q. 

eratlons  Office  maintaining  liaison.  ^ 

(3)  It  Is  not  contemplated  that  SBA  em¬ 
ployees  will  operate  In  any  area  where  se¬ 
curity  “Q”  clearances  are  required. 

(d)  Exchanges  of  informatUm — 

(1)  Procurement,  research  and  develop- 
ment,  and  property  sales.  AEC  Operatttms 
Offices  (Including  Area  Offices  and  cost- type 
contractors)  will  provide  or  arrange  for  the 
provision  of  Information  to  the  SBA  Regional 
Offices  with  which  liaison  has  been  estab¬ 
lished  regarding  appropriate  procurement, 
research  and  development,  and  property  sales 
opportunities  which  are  suitable  for  small 
business.  In  turn,  the  SBA  Regional  Offices 
will  provide  Information,  including  the 
names  of  qualified  small  concerns,  which  will 
further  the  ptirpose  of  this  agreement.  The 
Interchange  of  information  provided  In  this 
paragraph  will  be  In  such  form  and  will  be 
transmitted  by  such  means  and  with  such  ' 
frequency  as  seems  most  practical  to  the 
personnel  engaged  in  the  exchange  at 
information. 

(2)  Technical  information  and  AEC- 
owned  patents.  AEC  will  assist  SBA  to  bring 
unclassified  AEC  research  reports  and  AEC- 
owned  (Government)  patents  to  the  atten¬ 
tion  of  Interested  qualified  small  btislness 
concerns. 

(e)  Time  factor.  It  Is  anticipated  that  In 
some  circumstances  the  time  available  for 
the  submission  of  bids  may  be  too  short 
for  some  small  business  concerns  suggested 
by  SBA  to  participate.  In  these  circum¬ 
stances,  qualified  small  business  concerns 
which  are  unable  to  participate  will  be  added 
to  bidders  lists  and  Invited  to  participate 
In  subsequent  procurements  or  sales. 

(f)  Appropriate  opportunities.  Appropri¬ 
ate  opportunities,  for  the  purpose  of  this 
agreement,  will  not  Include  opportunities 
which  must  Involve  Government  somxes, 
those  that  security  requirements  will  not 
permit  to  be  publicly  disclosed,  and  those 
where  the  urgency  Is  too  great  to  permit 
broad  solicitation  of  bids  or  development  of 
additional  sources. 

(g)  Review  of  agreement.  This  agreement 
will  be  reviewed  on  a  periodic  basis  to  deter¬ 
mine  whether  the  purpose  of  the  agreement 
Is  being  achieved  and  whether  expansion 
and/or  modification  would  be  appropriate. 

Subpart  9—1.8 — Labor  Surplus  Area 
Concerns 

§  9—1.807  Report  on  preference  pro¬ 
curement  in  labw  surplus  areas. 

The  semiannual  report  on  preference 
procurement  in  Labor  Surplus  Areas  as 
set  forth  in  FPR  1-1.807  shall  also  in¬ 
clude  a  separate  report  on  subcontracts 
from  cost-tirpe  contractors. 

Subpart  9—1.9 — Reporting  Possible 
Antitrust  Violations 
§  9—1.901  C^eneral. 

The  procedures  prescribed  in  FPR 
Subpart  1-1.9  apply  to  all  procurement 
on  a  competitive  basis  and  shall  be 
applied  to  cost-type  contractor  procure¬ 
ment. 

§  9—1.902  Documents  to  be  transmitted. 

The  Ofiace  of  the  General  Counsel  is 
responsible  for  reporting  cases  of  possi¬ 
ble  antitrust  violations  to  the  Attorney 
General.  Managers  of  Field  Offices  ard 
Headquarters  officials  having  contract¬ 
ing  responsibilities  shall  furnish  two 
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rtiDie  of  the  documents  referred  to  In 
vm  1-1^2  to  the  Office  of  the  General 
Counsel  and  one  copy  to  the  Director, 
Division  of  Contracts. 

Sobport  9-1. n— Qualified  Products 

1 9-1,1101  Procurement  of  qualified 
products, 

(a)  This  subpart  prescribes  policies 
and  procedures  for  the  procurement  of 
nualifled  products  from  lists  of  such 
products  established  by  the  Government, 
^ese  procedures  are  applicable  to  AEG 
direct  procurement.  Contracting  officers 
may  authorize  their  use  on  a  case-by- 
casc  basis  in  cost-type  contractor  pro¬ 
curement. 

(b)  Whenever  procurement  of  quali¬ 
fied  products  is  to  be  made  by  formal 
advertising.  AEG  contracting  officers 

insert  in  invitations  for  bids  the 
provision  contained  in  FPR  l-l.llOl(b) . 
This  provision  may  be  modified  by  AEG 
contracting  officers  with  the  advice  of 
Counsel  for  use  in  requests  for  proposals. 

§9>-1.1150  Distribution  of  qualified 
products  lists. 

Qualified  products  lists  are  distributed 
by  GSA  directly  to  Headquarters  and 
field  offices.  These  lists  shall  be  redis¬ 
tributed  by  contracting  officers  only  to 
those  persons  authorized  to  use  them. 
Such  persons  may  Include  responsible 
procurement  personnel  of  cost-type  con¬ 
tractors.  The  contents  of  such  lists  shall 
not  be  divulged  to  unauthorized  persons, 
contracting  officers  shall  maintain 
records  of  the  distribution  of  the  lists. 
Extra  copies  may  be  obtained  through 
the  Division  of  Gontracts. 

Subpart  9-1.16 — Reports  of  identical 
Bids 

§  9-1.1603—1  Cases  to  be  reported. 

Contracting  officers  diall  require  re¬ 
ports  from  oost-t3T>e  contractors  on  iden¬ 
tical  bids  or  quotations  received  In  con¬ 
nection  with  procurement  under  AEG 
contracts.  The  provisions  of  FPR 
1-1.1602,  1-1.1603-1,  1-1.603-2,  and 

1-1.1605-2  shall  be  applied  in  connection 
with  such  reports. 

§  9-1.1603—3  Submission  of  reports. 

Directors,  Headquarters  Divisions  and 
Offices,  and  Managers  of  Field  Offices  are 
responsible  for  submitting  to  the  Office 
of  the  General  Counsel  two  copies  of 
Identical  bid  reports  for  both  AF3C  di¬ 
rect  procurement  and  oost-tsrpe  contrac¬ 
tor  procurement,  with  a  copy  to'  the 
Wrector,  Division  of  Contracts. 

Subpart  9-1.50 — Change  Orders, 
Equitable  Adjustments,  and  Sup¬ 
plemental  Agreements  for  Fixed-. 
Price  Contracts 

§  9-1.5000  Scope  of  subpart. 

This  subpart  sets  forth  the  circum¬ 
stances  under  which  change  orders,  other 
unilateral -type  contract  modifications, 
and  supplemental  agreements  are  to  be 
used  in  connection  with  AEC  fixed-price 
prime  contracts,  and  outlines  general 
procedures  to  be  followed  In  the  prepara¬ 


tion  and  negotiation  of  such  modifica¬ 
tions,  including  determination  of 
necessary  equitable  adjustments  in  price 
or  performance  time. 

§  9—1.5001  General  policy. 

It  is  the  policy  of  AEC  to  handle  change 
orders  and  supplemental  agreements  to 
fixed-price  contracts  expeditiously  and 
economically  without  sacrificling  sound 
contract  administration  or  lessening  the 
opportunity  for  proper  consideration  of 
all  pertinent  factors  In  effecting  equit¬ 
able  adjustments  and  settlements.  Con¬ 
scientious  observance  of  this  policy 
should  reduce  to  a  minimvun  formsd 
disputes  and  litigation  with  resulting  ex¬ 
pense  and  delays  which  are  harmful  to 
all  concerned. 

§  9—1.5002  Applicability. 

The  policies  and  procedures  set  forth 
in  this  subpart  apply  to  all  AEC  fixed- 
price  prime  contracts. 

§  9—1.5003  Definitions. 

For  the  purpose  of  this  subpart,  the 
following  terms  have  the  meanings 
set  forth  in  this  section; 

(a)  Article.  “Article”  means  an  article 
or  clause  as  these  terms  are  used  In  the 
various  standard  contract  forms  used  by 
the  AEC  to  designate  separate  and 
distinct  contract  provisions. 

(b)  Change  order.  “Change  order” 
means  a  written  directive  to  the  contrac¬ 
tor  (1)  to  add,  vary,  or  omit  work  within 
the  general  scope  of  the  contract  under 
provisions  permitting  or  requiring  such 
changes  without  the  consent  of  the  con¬ 
tractor,  and  (2)  effecting,  either  with  or 
without  prior  agreement  of  the  contrac¬ 
tor  according  to  the  circumstances,  an 
equitable  adjustment  in  the  contract 
price  or  peformance  time,  or  both, 

(c)  Contract  modiUcation.  The  mean¬ 
ing  of  "contract  mo^cation”  is  as  de¬ 
fined  in  FPR  1-1.219. 

(d)  Equitable  adjustment  or  adjust¬ 
ment.  “Equitable  adjustment”  or  “ad¬ 
justment”  means  a  determination  or 
agreement  that  no  change  in  contract 
price  or  performance  time  is  to  be  made 
as  well  as  that  an  Increase  or  decrease  is 
made  in  one  or  both  of  these  factors. 

(e)  Supplemental  agreement.  “Supple¬ 
mental  agreement”  means  a  negotiated, 
bilateral  modification  of  a  contract  ef¬ 
fecting  changes  in  the  general  scope 
of  work  or  other  contract  terms  and 
conditions. 

§  9—1.5004  Change  orders  and  oilier 
unilateral-type  modifications  within 
the  general  contract  scope. 

§9—1.5004—1  Change  orders. 

(a)  Use  of  change  orders.  (DA  change 
order  shall  be  used  to  direct  an  addition 
to  or  variation  or  omission  from  the 
work  within  the  general  scope  of  a  con¬ 
tract  in  accordance  with  the  contract 
provisions  and  to  effect  an  equitable  ad¬ 
justment  in  contract  price  and  perform¬ 
ance  time. 

(2)  A  change  order  shall  not  be  used 
to  effect  additions,  alterations,  or  dele¬ 
tions  of  work  which  Involve  a  change  In 
the  general  scope  of  a  contract  or  to 
change  any  of  the  substantive  provisions 


of  a  contract,  such  as  time  of  commence¬ 
ment,  methods  of  payment,  and  refund 
of  retained  percentages. 

(b)  Obligation  of  contractor.  Under 
the  terms  of  standard  fixed-price  con¬ 
tract  forms  the  contractor  agrees  In  ad¬ 
vance  to  perform  such  changes  in  the 
work  as  are  within  the  general  scope  of 
the  contract.  A  written  order  to  the  con¬ 
tractor  making  such  a  change  is  binding 
upon  him  whether  or  not  the  order  con¬ 
tains  adjustments  of  price  and  time,  and 
he  is  obligated  to  proceed  with  the  work 
as  changed  pending  determination  of 
equitable  adjustments.  If  the  order  con¬ 
tains  unilateral  adjustments  of  price  and 
time  with  which  the  contractor  cannot 
agree,  he  has  the  right  to  protest  or 
appeal  from  such  determination  in  ac¬ 
cordance  with  the  language  of  the  par¬ 
ticular  contract  article  under  which  the 
order  was  issued,  but  he  must  comply 
•with  the  requirements  of  such  article  in 
order  for  his  protest  or  appeal  to  be 
effective. 

(c)  Method  of  issuance.  (1)  Whenever 
possible,  prior  agreement  should  be 
reached  with  the  contractor  regarding 
any  price  and  time  adjustments  and  a 
complete  one-part  change  order  should 
be  issued  prior  to  commencement  of  the 
changed  work.  If  agreement  cannot  be 
reached  within  available  time,  the  direc¬ 
tive  portion  of  the  change  order  should 
be  issued  in  any  case  prior  to  commence¬ 
ment  of  the  changed  work. 

(2)  When  failure  to  reach  mutual 
agreement  on  equitable  adjustments 
prior  to  issuance  of  a  change  order  is 
due  to  inability  to  obtain  adequate  pro¬ 
posals  from  the  contractor  or  to  reaching 
an  Impasse  In  negotiations,  rather  than 
to  lack  of  available  time,  a  complete  one- 
part  change  order  should  be  Issued  as 
a  tmllateral  action  with  price  and  time 
adjustments  based  on  the  Government 
estimate. 

(3)  A  two-part  change  order  should 
be  used  when  a  complete  one-part  change 
order  has  not  been  issued  under  either 
subparagraph  (1)  or  (2)  above.  The  first 
part  should  set  forth  the  details  of  the 
change  and  contain  a  statement  that 
price  and  time  adjustments  will  be  settled 
by  the  parties  at  an  early  date.  The  sec¬ 
ond  part  should  contain  the  adjustments 
in  price  and  time.  Where  appropriate, 
the  first  part  of  a  two-part  change  order 
may  establish  an  Interim  price  as  a  basis 
for  such  partial  payments  as  can  be  thor¬ 
oughly  substantiated  by  cost  estimates; 
the  interim  price  should  not  Include 
profit  or  items  which  might  be  controver¬ 
sial.  Every  effort  should  be  made  by  the 
parties  to  reach  agreement  on  part  two 
of  the  two-part  change  order  as  expedi¬ 
tiously  as  possible.  When  the  parties  fail 
to  reach  agreement  as  to  equitable  ad¬ 
justments  due  to  inability  to  obtain  ade¬ 
quate  proposals  from  the  contractor,  the 
reaching  of  an  impasse  in  negotiations, 
or  for  any  other  proper  reason,  the  sec¬ 
ond  part  of  a  two-part  change  order 
should  be  issued  as  a  unilateral  action 
with  price  and  time  adjustments  based 
on  the  Government  estimate. 

(4)  In  all  cases  where  agreement  is 
reached  with  the  contractor  on  equitable 
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price  and  time  adjustments,  the  con¬ 
tractor's  acceptance  shall  be  indicated  by 
his  signature  on  the  change  order  to 
establish  that  mutual  agreement  has 
been  reached. 

(5)  According  to  the  circumstances  of 
the  particular  case,  the  contractor’s  pro¬ 
test  or  “appeal”  from  unilateral  adjust¬ 
ments  of  price  and  time  in  a  change 
order  shoiUd  be  treated  (1)  as  a  claim 
for  consideration  and  decision,  based  on 
findings  of  fact  by  the  contracting  officer, 
subject  to  fiui.her  appeal,  or  (il)  as  an 
appeal  from  the  contracting  officer’s  deci¬ 
sion.  The  latter  alternative  should  apply 
only  when  the  unilateral  adjustments 
were  preceded  by  a  full  consideration  of 
the  details  of  the  contractor’s  claim,  a 
thorough  effort  to  resolve  differences  by 
negotiation,  and  a  decision  by  the  con¬ 
tracting  officer  based  upon  formal  find¬ 
ings  of  fact.  See  “Rules  of  Procedures  In 
Contract  Appeals,”  10  CFR  Part  3. 

(d)  Adjustment  of  price  or  time.  Any 
equitable  adjustment  in  price  or  time 
must  be  determined  as  of  the  date  the 
change  is  directed.  Estimated  increased 
costs  of  performing  the  contract  as 
changed,  which  are  a  direct  result  of  the 
change  order,  are  proper  for  considera¬ 
tion  in  an  equitable  adjustment  in  price. 
Ascertainment  of  costs  which  may  be 
properly  included  in  any  equitable  ad¬ 
justment  depends  upon  all  of  the  facts 
surrounding  a  particular  change.  The 
following  procedures  shall  be  followed 
in  establishing  price  and  time  adjust¬ 
ments  for  change  orders: 

(1)  Contractor’s  proposal.  The  con¬ 
tractor  shall  be  furnished  details  of  the 
change  and  be  requested  to  submit  a 
statement  that  the  directed  change  will 
not  require  a  change  in  contract  price 
or  time  or,  if  an  increase  or  decrease  in 
contract  price  or  time  will  result,  an  esti¬ 
mate  of  cost,  broken  down  as  appropriate 
between  features  of  work  and  into  costs 
of  labor,  materials,  equipment,  construc¬ 
tion  equipment,  taxes,  bonds,  insurance, 
overhead  and  profit,  and  the  change  in 
time  for  completion,  if  any. 

(2)  Government  estimate.  An  inde¬ 
pendent  Government  estimate  of  the  cost 
of  the  changed  work  shall  be  prepared 
on  the  basis,  as  applicable,  of  the  costs 
of  labor,  materials,  equipment,  construc¬ 
tion  equipment,  taxes,  bonds,  and  insur¬ 
ance  (direct  costs)  on  which  appropriate 
allowances  for  profit  and  overhead 
should  be  made.  The  change  in  the  time 
of  performance,  if  any,  should  also  be 
estimated. 

(3)  Use  of  actual  costs.  Costs  actually 
incurred  may  be  considered,  to  the  extent 
that  they  are  determined  to  be  both 
necessary  and  reasonable,  in  determin¬ 
ing  price  adjustments  for  changes  that 
have  been  completed,  but  they  are  not  to 
be  used  as  the  basis  for  price  adjust¬ 
ments  since  the  price  adjustment  must 
be  determined  as  of  the  date  the  change 
was  directed. 

§  9— 1.S004— 2  Unilateral -type  contract 
modifications  other  than  change 
orders. 

Fixed-price  contracts  often  include 
provisions  other  than  Changes  articles 
which  contemplate,  as  a  result  of  speci¬ 


fied  happenings  or  actions,  tmllateral 
equitable  adjustments  in  the  contract 
price  or  performance  time  in  the  event 
of  failure  to  reach  mutual  agreement.  To 
the  extent  applicable,  the  procedtures  for 
the  handling  of  change  order  equitable 
adjustments  specified  in  S  9-1.5004-1 
shall  be  followed  in  the  treatment  of  such 
other  equitable  adjustments.  Such  other 
adjustments  include: 

(a)  Adjustments  in  price  and  time  re¬ 
sulting  from  differences  in  physical  con¬ 
ditions  as  described  in  the  “Changed 
Conditions”  article  which  appears  In 
Standard  Form  23-A:  General  Provi¬ 
sions  (Construction  Contract)  and  other 
contracts. 

(b)  Certain  time  extensions  as  cov¬ 
ered  by  provisions  of  contract  articles 
dealing  with  default  terminations,  de¬ 
lays,  and  time  extensions. 

(c)  Time  or  price  adjustments  result¬ 
ing  from  suspension,  delay,  or  interrup¬ 
tion  of  work  covered  by  applicable 
contract  articles. 

(d)  Adjustments  in  price  and  time  re¬ 
sulting  from  removing  or  tearing  out  of 
construction  work  which  subsequently  is 
found  to  meet  contract  requirements  as 
covered  by  inspection  articles. 

§  9—1 .5003  Changes  outside  the  general 
eontract  scope. 

(a)  Use  of  supplemental  agreements. 
(1)  A  supplemental  agreement  is  used 
to  modify  a  contract  when  a  substantive 
change  is  necessary,  such  as  a  change  in 
the  general  scope  of  the  contract, 
changes  In  basic  contract  articles,  or  a 
deletion  or  addition  of  contract  articles. 

(2)  A  supplemental  agreement  shall 
not  be  used  for  work  additions  unless  the 
added  work  Is  so  closely  related  to  work 
under  the  existing  contract,  or  for  other 
reasons,  that  it  is  impracticable  to  ac¬ 
complish  the  new  work  under  a  separate 
fixed-price  contract  awarded  as  a  result 
of  formal  advertising  or  invited  proposal 
procedures.  The  use  of  a  supplemental 
agreement  for  additional  work  shall  be 
fully  justified  as  being  in  the  best  inter¬ 
est  of  the  Government  and  shall  satisfy 
AEG  requirements  for  procurement  by 
negotiation. 

(3)  Whenever  time  will  permit,  a 
supplemental  agreement  shall  issued 
and  signed  by  both  parties  prior  to  the 
commencement  of  any  work  covered  by 
the  modification.  When  construction 
must  be  started  before  a  supplemental 
agreement  can  be  completed,  prior 
agreement  shall  be  confirmed  by  letter 
or  a  letter-tyi>e  supplemental  agreement 
should  be  issued  to  authorize  the  start 
of  work. 

(b)  Negotiation.  Since  a  supplemental 
agreement  concerns  a  change  in  contract 
terms  or  in  work  which  is  not  within  the 
general  scope  of  the  contract,  any  price 
and  time  adjustment  must  be  acceptable 
to  the  contractor  and  the  supplemental 
agreement  must  be  effected  by  negotia¬ 
tion  with  the  contractor.  The  following 
procedures  shall  be  used: 

(1)  Contractor’s  proposal.  The  con¬ 
tractor  shall  be  furnished  a  description 
of  the  change,  together  with  any  appli¬ 
cable  revised  plans  and  specifications. 


and  be  requested  to  submit  a  prMxjaal 
for  the  changed  work,  including 
tailed  estimate  of  any  change  in  price 
or  time  involved  in  the  performances 
the  work. 

(2)  Government  estimate.  An  in. 
dependent  Government  estimate  shafl 
be  prepared  in  accordance  with  appu. 
cable  provisions  of  §  9-1 .5004-1  (d)  (2) ' 

(3)  Agreement  on  price  or  time  ad- 
justment.  In  the  event  negotiation  with 
the  contractor  does  not  result  in  reason* 
able  reconciliation  between  the  con¬ 
tractor’s  estimate  and  the  Government 
estimate,  the  contracting  officer  must 
determine  whether,  under  the  circum¬ 
stances,  contracting  with  others  for  the 
work  involved  would  better  serve  the 
interest  of  the  Government. 

§  9—1.5006  Preparation  of  change  or. 
ders,  other  unilateral  contract  modi¬ 
fications,  and  supplemental  agree¬ 
ments. 

(a)  Suggested  outlines  that  may  be 
used  as  guides  in  preparing  change 
orders  and  supplemental  agreementa  to 
fixed-price  construction  contracts  are  set 
forth  in  §§  9-16.5002-10  and  9-16.5002- 
11,  respectively. 

(b)  See  Part  9-53  for  numbering  and 
distribution  of  contract  modifications. 

(c)  See  Part  9-55  for  required  Justi¬ 
fication  and  documentation. 

§  9—1.5007  Surety  bonds. 

Additional  performance  bond  protec¬ 
tion  in  connection  with  and  consent  of 
surety  to  change  orders  and  supple¬ 
mental  agreements  to  fixed-price  con¬ 
tracts  shall  be  obtained  when  they  are 
determined  to  be  appropriate  on  the 
basis  of  Part  9-10. 

Subpart  9-1.51  [Reserved! 

Subpart  9—1.52  [Reserved! 

Subpart  9—1 .53 — Novation  Agree¬ 
ments  and  Change  of  Name  Agree¬ 
ments 

§  9—1 .5300  Scope  of  subpart. 

This  subpart  prescribes  the  policy  and 
procedures  for  (a)  recognition  of  a  suc¬ 
cessor  in  interest  to  contracts  when  such 
interests  are  required  incidental  to 
transfer  of  all  the  assets  of  a  contractor 
or  such  part  of  his  assets  as  is  involved 
in  the  performance  of  the  contract,  and 
(b)  a  change  of  name  of  a  contractor. 

§  9—1.5301  Agreement  to  recogni*e  a 
successor  in  interest. 

(a)  The  transfer  of  a  Government 
contract  by  a  contractor  is  prohibited 
by  law  (41  U.S.C.  15) .  However,  the  Gov¬ 
ernment  may  recognize  a  third  party  as 
the  successor  in  interest  to  a  (jovem- 
ment  contract  where  the  third  party’s 
interest  is  incidental  to  the  transfer  of 
all  the  assets  of  the  contractor,  or  all 
that  part  of  the  contractor’s  assets  in¬ 
volved  in  the  performance  of  the  con¬ 
tract.  Examples  include,  but  are  not 
limited  to: 

( 1 )  Sale  of  such  assets ; 

(2)  Transfer  of  such  assets  pursuant 
to  merger  or  consolidation  of  corpora¬ 
tion;  and 
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Tncorooratlon  of  a  proprietorship  transferor  and  transferee  are  corpora-  Transferor  with  respect  to  the  contracts 

....  .  with  the  same  force  and  effect  as  If  the  action 


nartoerehip.  ,  tions,  and  aU  the  assets  of  the  transferor  v 

(b)  A  *^re  transferred,  is  set  fortti  herein.  This  12.  The  Commfssion  hereby  re^nlses  the 

jyjcegsor  In  Interest  oe  recogni^  SWU  gJ^^p^g  adapted  to  fit  spe-  Transferee  as  the  Transferor’s  successor  In 

8^03^a))^e®rSS  dfic  cases  and  may  be  used  as  a  guide  in . .  “ 


Interest  In  and  to  the  contracts.  The  Trans¬ 
feree  hereby  beccHnes  entitled  to  all  right. 


other  situations. 

Agreement 

This  Agreement,  entered  Into  as  of  (date 
upon  which  the  transfer  of  assets  became 
effective  pursuant  to  applicable  State  law) 
19-_,  by  and  between  ABC  Corp.,  a  corpora¬ 
tion  duly  organized  and  existing  under  the 

laws  of  the  State  of _ with  Its 

principal  office  In  the  city  of _ 

(hereinafter  referred  to  as  the  “Transferor”) ; 
the  XTZ  Oorp.,  a  corporation  duly  organized 
and  existing  under  the  laws  of  the  State 

of _ with  Its  principal  office  In  the 

city  of _ (hereinafter  referred  to 

as  the  “Transferee”);  and  the  United  States 
of  America  (hereinafter  referred  to  as  the 
“Government”),  represented  by  the  UB. 
Atomic  Bnergy  Commission  (hereinafter  re¬ 
ferred  to  as  the  “Commission”) . 

WITNESSETH 

1.  Whereas,  the  Commission  has  entered 
Into  the  following  contracts  and  purchase 


the  contracts  In  all  respects  as  If  the  Trans¬ 
feree  were  the  original  party  to  the  contracts. 
The  term  “Contractor”  as  used  In  the  con¬ 
tracts  shall  be  deemed  to  refer  to  the  Trans¬ 
feree  rather  than  to  the  Transferor. 

13.  Except  as  expressly  provided  herein, 
nothing  In  this  Agreement  shall  be  con¬ 
strued  as  a  waiver  of  any  rights  of  the  Gov¬ 
ernment  against  the  Transferor. 

14.  Notwithstanding  the  foregoing  provi¬ 
sions,  all  payments  and  reimbursements 
heretofore  made  by  the  Commission  to  the 
Transferor  and  all  other  action  heretofore 
taken  by  the  Conunlsslon,  pursuant  to  Its 
obligations  under  any  of  the  contracts,  shall 
be  deemed  to  have  discharged  protanto  the 
Government’s  obligations  under  the  con¬ 
tracts.  All  payments  and  reimbursements 
made  by  the  Commission  after  the  date  of 
this  Agreement  In  the  name  of  or  to  the 
’Transferor  shall  have  the  same  force  and 
effect  as  If  made  to  said  ’Transferee  and  shall 
constitute  a  complete  discharge  of  the  Gov- 

^  ...  ,  ernment’s  obligations  under  the  contracts, 

- in - iiT”  extent  Of  the  amounts  so  paid  or 


following  documents  as  preparing  similar  agreements  for  use  in  title,  and  interest  of  the  ’Transferor  In  and  to 

annfOprlAtC  • 

(1)  A  properly  authenticated  copy  of 
the  instrument  by  which  the  transfer  of 
assets  is  to  be  effected,  as,  for  example, 
a  Wll  of  sale,  certificate  of  merger,  in¬ 
denture  of  transfer,  or  decree  of  court; 

(2)  A  list  of  all  contracts  and  pur¬ 
chase  orders  which  have  not  been  finally 
settled  between  the  Atomic  Energy  Com¬ 
mission  and  the  transferor,  showing  the 
contract  number,  the  name  and  address 
of  the  purchasing  office  involved,  the 
total  dollar  value  of  each  contract  as 
amended,  the  type  of  contract  involved, 
and  the  balance  remaining  unpaid; 

(3)  A  certified  copy  of  the  resolutions 
of  the  BoMd  of  Directors  of  the  corpo¬ 
rate  parties  authorizing  the  transfer  of 
assets; 

(4)  A  certified  copy  of  the  minutes  of 
any  stockholders’  meetings  of  the  corpo¬ 
rate  parties  necessary  to  approve  the 
transfer  of  assets; 

(5)  A  properly  authenticated  copy  of 
the  certificate  and  articles  of  Incorpora¬ 
tion  of  the  transferee  if  such  corporation 
was  fonned  for  the  purpose  of  receiving 
the  assets  Involved  in  the  performance  of 
the  Government  contracts; 

(6)  Opinion  of  coimsel  for  the  trans¬ 
feror  and  transferee  that  the  transfer  is 
In  accordance  with  applicable  law  and 
the  effective  date  of  transfer; 

(7)  Evidence  of  the  capability  of  the 
transferee  to  perform  the  contracts; 

(8)  Balance  sheets  of  the  transferor 
and  the  transferee  as  of  dates  immedi¬ 
ately  prior  to  and  after  the  transfer  of 
assets; 

(9)  Evidence  of  security  clearance  re¬ 
quirements;  and 

(10)  Consent  of  sureties  on  all  con¬ 
tracts  listed  under  subparagraph  (2)  of 
this  paragraph  where  bonds  are  required. 

(c)  If  it  is  consistent  with  the  Govern¬ 
ment’s  interest  to  recognize  a  successor 
in  Interest  to  a  contract,  an  agreement 
will  be  executed  with  the  transferor  and 
the  transferee,  which  shall  ordinarily 
provide  in  part  that: 

(1)  The  transferee  assumes  all  the 
transferor’s  obligations  and  liabilities 
under  the  contract; 

(2)  The  transferor  waives  all  rfehts 
under  the  contract  as  against  the 
Government; 

(3)  The  transferor  guarantees  per¬ 
formance  of  the  contract  by  the  trans¬ 
feree  (a  satisfactory  performance  bond 
may  be  accepted  in  lieu  of  such  guar-, 
antee);  and 

(4)  Nothing  in  the  agreement  shall 
relieve  the  transferor  or  the  transferee 
from  compliance  with  any  Federal,  State, 
or  local  law.  AH  agreements,  prior  to 
execution,  shall  be  reviewed  by  the  Office 
of  the  General  Counsel  or  the  Office  of 
the  Chief  Counsel,  as  the  case  may  be, 
for  legal  sufficiency,  A  sample  form  for 
wch  an  agreement  for  use  when  the 


2.  Whereas,  as  of _ _  19. _,  the 

’Transferor  assigned,  conveyed,  and  trans¬ 
ferred  to  the  ’Transferee  all  the  assets  of  the 
’Transferor  by  virtue  of  a  (term  descriptive 
of  the  legal  transaction  Involved)  between 
the  Transferor  and  the  Transferee: 

3.  WhM-eas,  the  Transferee,  by  virtue  of 
said  assignment,  conveyance,  and  transfer, 
has  acquired  all  the  assets  of  the  Transferor; 

4.  Whereas  by  virtue  of  said  assignment, 
conveyance,  and  transfer,  the  ’Transferee  has 
assumed  ell  the  duties,  obligations,  and 
liabilities  of  the  ’Transferor  under  the 
contracts; 

5.  Whereas,  the  Transferee  Is  In  a  posi¬ 
tion  fully  to  perform  the  contracts,  and  such 
duties  and  obligations  as  may  exist  under 
the  contracts: 

6.  Whereas,  it  Is  consistent  with  the  Gov¬ 
ernment’s  Interest  to  recognize  the  ’Trans¬ 
feree  as  the  successor  party  to  the  contracts; 

7.  Whereas,  there  has  been  filed  with  the 
Oommission  evidence  of  said  assignment, 
conveyance,  or  transfer,  as  required  by 
AECPR  9-1 .6301(b): 

(Where  a  change  of  name  Is  also  Involved, 
such  as  prior  or  concurrent  change  of  name 
of  the  transferee,  an  appropriate  recital  shall 
be  used;  for  example: ) 

8.  Whereas,  there  has  been  filed  with  the 


reimbursed. 

15.  ’The  ’Transferor  and  the  ’Transferee 
hereby  agree  that  the  Government  shall  not 
be  obligated  to  pay  or  reimburse  either  of 
them  for,  or  otherwise  give  effect  to,  any 
costs,  taxes,  or  other  expenses,  or  any  In¬ 
creases  therein,  directly  or  Indirectly  arising 
out  of  or  resulting  from  (1)  said  assignment, 
conveyance,  and  transfer,  or  (11)  this  Agree¬ 
ment,  other  than  those  which  the  Govern¬ 
ment,  In  the  absence  of  said  assignment, 
conveyance,  and  transfer  or  this  Agreement, 
would  have  been  obUgated  to  pay  or  reim¬ 
burse  under  the  terms  of  the  contracts. 

16.  ’The  ’Transferor  hereby  guarantees 
payment  of  all  liabilities  and  the  perform¬ 
ance  of  all  obligations  which  the  ’Transferee 
(1)  assumes  under  this  Agreement,  or  (11) 
may  hereafter  undertake  under  the  contracts 
as  they  may  hereafter  be  amended  or  modi¬ 
fied  In  accordance  with  the  terms  and  con¬ 
ditions  thereof;  and  the  ’Transferor  hereby 
waives  notice  of  and  consents  to  any  such 
amendment  or  modification. 

17.  Except  as  herein  modified,  the  con¬ 
tracts  shall  remain  In  full  force  and  effect. 

18.  The  term  "the  contracts”  as  used  In 
this  agreement  means  the  contracts  and  pur¬ 
chase  orders  listed  above  [or  In  an  attached 


Commission  a  certificate  dated . . .  exhibit];  and  all  other  contracts  and  pur- 


19  — ,  signed  by  the  Secretary  of  the  State 
of _ _  to  the  effect  that  the  corpo¬ 

rate  name  of  LMN  Corp.  was  changed  to 
XTZ  Corp.  on _ _  19 _ ; 

Now,  therefore.  In  consideration  of  the 
premises,  the  parUee  hereto  agree  as  follows: 

9.  ’The  Transferor  hereby  confirms  said  as¬ 
signment,  conveyance,  and  transfer  to  the 
Transferee,  and  does  hereby  release  and  dis¬ 
charge  the  Government  from,  and  does 
hereby  waive,  any  and  all  claims,  demands, 
and  rights  against  the  Government  which  It 
now  has  or  may  hereafter  have  In  connection 
with  the  contracts. 

10.  The  ’Transferee  hereby  assumes,  agrees 
to  be  bound  by,  and  undertakes  to  perform 
each  and  every  one  of  the  terms,  covenants, 
and  conditions  contained  In  the  contracts. 
TTie  ’Transferee  further  assumes  all  obliga¬ 
tions  and  liabilities  of,  and  all  claims  and 
demands  against,  the  Transferor  under  the 
contracts.  In  all  respects  as  If  the  ’Transferee 
were  the  original  p^y  to  the  contracts. 

11.  The  ’Transferee  hereby  ratifies  and  con¬ 
firms  all  actions  heretofore  taken  by  the 


chase  orders.  Including  modifications  thereto, 
heretofore  made  between  the  AEC  and  the 
’Transferor  (whether  or  not  performance  and 
payments  have  been  completed  and  releases 
executed.  If  the  Government  or  the  Trans¬ 
feror  has  any  remaining  rights,  duties,  or 
obligations  thereunder),  and  modifications 
to  such  contracts  and  purchase  orders  here¬ 
after  made  in  accordance  with  their  terms 
and  conditions. 

In  witness  whereof,  each  of  the  parties 
hereto  has  executed  this  Agreement  as  of 
the  day  and  year  first  above  written. 


By 

United  States  of  America 

[CORPORATE 

SEAL] 

By 

(Title) 

ABC  Corporation 

[CORPORATE 

SEAL] 

By 

(’ntle) 

XYZ  Corporation 

(Title) 
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Cbbtificate  2.  Whereas,  the  XTZ  Corp.,  by  an  amend-  contracts  affected  but  covering  all  aimli 

T  that  I  ^  certificate  oi  Incorporation,  dated  cable  outstanding  and  incomplete 

i;”rio"/Sc  the  transfer  of  aS 

above:  that  .  .who  ““wheJSS.^Thange  of  corporate  name  ^ 

signed  this  Ag^reraient  on  behalf  of  said  o^iy  is  accomplished  by  said  amendment^  so  Instituting  and  monitoring  pjQ, 

corporation,  was  then - - -  that  rights  and  obligations  of  the  Govern-  cedures  for  security  clearance, 

of  said  corporation:  and  that  thte  ^cement  ment  and  of  the  contractor  under  the  con-  <5iinnl*»mpntal  aereertu^nl-  nHii 

was  duly  signed  for  and  In  behalf  of  said  t^actB  are  unaffected  by  said  change:  and  con- 

oorporatlon  by  authority  of  Its  governing  4  Whereas,  there  has  been  filed  with  the  ®  contracts  affected  and, 

body  and  is  within  the  scope  of  Its  corporate  commission  documentary  evidence  of  said  distribution  purposes,  the  names  and 
powers.  change  In  corporate  name:  addresses  of  the  procuring  activities 

Witness  my  hand  and  the  seal  of  said  jjow,  therefore.  In  consideration  of  the  having  contracts  subject  to  the  supple- 

corporation  this - day  of - ,  foregoing,  the  parties  hereto  agree,  that  the  mental  agreement. 

19--  contracts  covered  by  this  agreement  are  (c)  The  agreement  and  supportinv 

. - .  hereby  amended  by  deleting  therefrom  the  documents  will  be  reviewed  for  1^ 

name  "XYZ  Corporation"  wherever  It  appears  Ktt  rkfR/>a  ^  . 

I, - -  certify  that  I  The  term  “the  contracts”  as  used  in  this  sel,  as  the  case  may  be. 

am  the  Secretary  of  XYZ  Corp.,  named  above:  agreement  means  the  contracts  and  pur-  (d)  After  execution  of  the  supple- 

that  - -  who  signed  chase  orders  listed  In  clause  1  above,  and  all  mental  agreement,  the  AEG  office  shall- 

this  Agreement  on  behalf  of  said  corpora-  other  contracts  and  purchase  orders,  Includ-  (i)  Forward  an  authenticated  copy  of 

tlon,  was  then - of  ing  modification  thereto,  entered  Into  be-  supplemental  agreement  to  the  Di- 

sald  corporation:  and  that  this  Agreement  tween  the  ABC  and  the  contractor  (whether  rUvicinn  nf  rnutmetc-  onH 

was  duly  signed  for  and  In  behalf  of  said  or  not  performance  and  payment  have  been  /o\’rrv>p  r»iror«tnr  r  n 

corporation  by  authority  of  Its  governing  completed  and  releases  executed.  If  the  Gov- 

body  and  within  the  scope  of  Its  corporate  ernment  or  the  contractor  has  any  remaining  tracts  will  advise  each  of  the  AEG  offices 
powers.  rights,  duties,  or  obligations  thereunder).  of  the  cpnsummation  of  the  supplemen- 

Wltness  my  hand  and  the  seal  of  said  In  witness  whereof,  each  of  the  parties  tal  agreement  and  request  a  letter  re- 

corporatlon  this _ day  of _ _  hereto  has  executed  this  Agreement  as  of  f erring  tO  SUCh  supplemental  agreement 

19...  the  day  and  year  first  above  written.  to  be  included  in  each  affected  contract. 

[coKPORATE  By _  United  States  of  America  (e)  The  contracting  officer  for  each 

SEAL]  such  affected  contract  shall  prepare  a 

SOI  eaoo  a  .  .  •  ^ .  .  letter  which  references  the  supplemental 

®  cS„"?e  „r  . W: .  «.reement  (and  cite  the  number  ot  f 

contract  with  which  the  origmal  rele- 

(a)  A  contractor  who  requests  only  „  t  corporation  (jogumgnts  and  supplemental  agree- 

that  a  change  of  name  be  recognized  and  '  ^  ■IllHir""! . .  ment  are  filed)  and  acknowledges  the 

states  that  the  rights  and  obligations  of  .  (Title)  change  in  name  or  successor  in  interest 

the  parties  remain  unaffected  shall  be  Such  letter  wUl  be  given  the  same  dis- 

required  to  furnish  the  AEG  office  (see  certifica-te  tribution  as  the  affected  contract. 

5  9-1.5303  (a) )  concerned  one  copy  of  l, _ _ certify  that  l  n  1  cji  ibi>< 

each  of  the  following:  am  the  secretary  of  ABC  Corp.,  named  above:  Subpart  9—1 .54— General  Policy  for 

(1)  A  copy  of  the  instrument  by  which  that - - - ,  who  signed  the  Avoidance  of  Organizational 

the  change  of  name  was  effected,  authen-  *bis  Agreement  on  behalf  of  said  corporation.  Conflicts  of  Interest 

ticated  by  a  proper  official  of  the  State  - - o  «  1  wu 

havlnir  iiirisHirtlnn-  corporation:  and  that  this  Agreement  was  §  9-1.. '540 1  Purpose, 

na^ng  jurisaicuon,  duly  signed  for  and  in  behalf  of  said  corpora-  .  .  .  .  , 

(2)  Opinion  of  counsel  for  the  con-  tlon  by  authority  of  Its  governing  body  and  This  subpart  sets  forth  AEG  general 

tractor  as  to  the  effective  date  of  the  is  within  the  scope  of  its  corporate  powers,  policy  with  respect  to  the  avoidance  of 

change  of  name  and  that  it  was  properly  witness  my  hand  and  the  seal  of  said  cor-  organizational  conflicts  of  interest.  This 

effected  in  accordance  with  applicable  poration  this - day  of . . . .  19...  subpart  is  in  addition  to  and  not  in  lieu 

law;  and  [corporate  By  . . . . . . .  of  other  requirements  in  the  AECPR 

(3)  A  list  of  all  contracts  and  pur-  seal]  concerning  AEG  policies  for  avoiding 

chase  orders  which  have  not  been  finally  conflicts  of  interest.  (See  §§  9-59.006  and 

settled  between  the  Atomic  Energy  Com-  s  v-i-boUi  Krocedures.  9-56.401(a)  (2) .)  The  Report  to  the 

mission  and  the  transferor,  showing  the  (a)  A  contractor  who  wishes  recogni-  President  on  Government  Contracting 
contract  number,  the  name  and  address  tion  of  a  successor  in  interest  or  of  a  for  Research  and  Development  (gen- 
of  the  procuring  activity  involved,  the  change  in  name  shall  notify  the  AEG  of-  erally  known  as  the  Bell  Report)  pro- 
total  dollar  value  of  each  contract  as  fice  with  which  it  has  the  largest  dollar  posed  that  each  department  and  agency 
amended,  and  the  balance  r^naining  amount  of  unliquidated  obligations,  and  head  develop  a  “Code  of  Conduct”  for 
unpaid.  shall  furnish  that  office  with  the  perti-  organizations  in  the  research  and  devel- 

(b)  A  format  for  such  an  agreement  nent  documentation  enumerated  in  opment  field.  This  subpart  has  been 
which  shall  be  adapted  for  specific  cases  §§  9-1.5301  and  9-1.5302,  as  required.  developed  in  accordance  with  that 
is  set  forth  below.  (b)  The  AEG  office  (see  par.  (a)  of  instruction. 

this  section)  will  take  all  necessary  and  « „  i  cabb  c  j  i-  l-i-. 

agreement  appropriate  action  with  respect  to  either  §9-1.5402  Scope  and  applK-ab.l.iy^ 

This  Agreement,  entered  into  aa  of -  recognizing  or  not  recognizing  a  sue-  (a)(1)  This  subpart  Identifies  varl- 

- - ,  19..,  by  and  between  the  ABC  Corp.  cessor  in  interest  or  recognizing  a  change  ous  organizational  conflicts  of  interest 

of  name.  Including  without  limitation  which  might  come  into  being  and  meth- 
SlLlui  the  Wlo'-ine-  'or  “voldance  of  such  conflicts.  It 

under  the  laws  of  the  State  of . .  <1^  Obtaining  from  the  contractor  a  provides  that  action  must  be  taken  to 

and  the  United  States  of  America  (herein-  list  of  the  affected  contracts,  the  names  avoid  placing  a  contractor  in  a  position 
after  referred  to  as  the  “Government") ,  and  addresses  of  the  procuring  activities  where  his  judgment  might  be  biased  or 
represented  by  the  Atomic  Energy  Com-  responsible  for  those  contracts,  and  the  where  he  would  have  an  imTalr  com¬ 
mission  (hereinafter  referred  to  as  the  required  documentary  evidence;  petitive  advantage  within  the  scope  and 

“Commission”).  (2)  Contacting  other  AEG  offices  con-  intent  of  this  subpart. 

WITNESSETH  ccmcd  to  determine  whether  Uiere  is  any  (2)  If  a  contracting  officer  determines 

1.  Whereas,  the  Commission  has  entered  objection  to  recognizing  a  successor  in  that  a  proposed  procurement  dow  in- 
Into  the  following  contracts  and  purchase  Interest!  volve  &  situation  covered  In  §  9—1.5407, 

orders  with  the  XTZ  Corp.: . .  (3)  Drafting  and  executing  a  supple-  all  prospective  contractors  shall  be  ad- 

. ;  mental  agreement  to  one  of  that  office’s  vised  of  the  extent  of  restrictions  (« 
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foUow-on  or  other  work  by  notice  in 
soUcitations  and  by  a  clause  in  resulting 
~  tracts  Such  notice  and  contract 
^use  shall  spell  out  the  specific  extent 
^any  future  restrictions  on  the  contrac¬ 
tor  which  are  imposed  by  the  contract. 
This,  of  course,  does  not  require  con¬ 
tract  awards  in  circiunstances  that  dem¬ 
onstrate  a  clear  conflict  of  interest  of  a 
kind  not  specifically  enumerated  herein. 
Section  9-1.5408  shall  be  implemented  by 
including  in  cost-type  contracts,  where 
appropriate,  a  provision  requiring  the 
approval  of  the  contracting  officer  for 
the  private  use  of  information  or  data 
developed  or  obtained  by  employees  of 
contractor  in  the  performance  of 
cost-type  contracts.  A  standard  form  of 
notice  for  use  in  solicitations  or  contract 
clause  is  not  prescribed  in  this  subpart 
since  such  notices  and  clauses  must  be 
especially  adapted  to  apply  the  principle 
of  these  rules  to  the  specific  facts  of  each 
contractual  situation. 

(b)  Except  in  unusual  or  specific  situ¬ 
ations  identified  by  contracting  officers, 
those  parts  of  the  rules  which  pertain 
to  unfair  competitive  advantage  are  not 
applicable  to  contracts  with  educational 
Institutions,  or  with  not-for-profit  or¬ 
ganizations  which  conduct  education  and 
training  activities,  or  whose  facilities 
are  used  in  joint  programs  with  educa¬ 
tional  Institutions  for  such  purpose. 

§  9-1.5403  Applicability  to  cost-type 
contractor  procurement. 

This  subpart  shall  be  applied  to  pro¬ 
curement  by  cost-type  contractors  that 
construct  or  operate  AEC  plants  and  lab¬ 
oratories  or  perform  research  and  de¬ 
velopment  services  for  AEC. 

§  9-1.5404  Waiver. 

A  Manager  of  a  Field  Office,  or  Head¬ 
quarters  Division  Director,  may  waive 
the  applicability  of  this  subpart  in  spe¬ 
cific  cases  if  he  determines  that  such 
waiver  will  not  be  prejudicial  to  the 
best  interests  of  the  Government. 

§  9-1.5405  Definition. 

The  term  “organizational  conflict  of 
interest”  means  a  situation  where  a  con¬ 
tractor,  normally  a  corporation,  has  in¬ 
terests,  either  due  to  its  other  activi¬ 
ties  or  its  relationships  with  other  or¬ 
ganizations,  which  place  it  in  a  position 
that  may  be  unsatisfactory  or  unfavor¬ 
able  (a)  from  the  Government’s  stand¬ 
point  in  being  able  to  secure  impartial, 
technically  sound,  objective  assistance 
and  advice  from  the  contractor,  or  in  se¬ 
curing  the  advantages  of  adequate  com¬ 
petition  in  its  procurement;  or  (b)  from 
industry’s  standpoint  in  that  unfair  com¬ 
petitive  advantage  may  accrue  to  the 
contractor  in  question.  . 


should  always  be:  Is  the  contractor 
placed  in  a  position  where  his  judgment 
may  be  biased,  or  where  he  has  an  un¬ 
fair  competitive  advantage? 

(b)  Final  program  decisions,  such  as 
the  determination  of  projects  or  pro¬ 
grams  and  their  scope,  which  are  re¬ 
quired  to  meet  AEC  missions  and  ob¬ 
jectives,  are  of  course  the  responsibility 
of  Government  personnel  and  cannot 
therefore  be  delegated  to  contractor  per¬ 
sonnel.  Program  decisions  must  be  based 
on  impartial,  disinterested,  and  the  best 
available  technical  and  other  judgments. 
The  effective  and  formal  power  to  make 
such  decisions  must  remain  in  the  hands 
of  full-time  AEC  officials.  Outside  tech¬ 
nical  and  other  advice  may  be  weighed 
and  used  selectively  to  assist  in  develop¬ 
ing  the  bases  on  which  program  decisions 
will  be  made. 

(c)  It  is  difficult  to  identify,  and  to 
prescribe  in  advance,  a  specific  method 
for  avoiding  all  of  the  various  situations 
which  might  involve  potential  organi¬ 
zational  conflicts  of  interest.  Basically, 
potential  conflicts  of  Interest  become 
acute  when  AEC’s  quest  for  objectivity 
is  paramount,  such  as  for  advice,  evalu¬ 
ations,  technical  and  analytical  services 
and  similar  assistance  that  lay  direct 
groundwork  for  program  decisions  on 
large  future  procurements,  research  and 
development  programs,  and  production. 
The  general  policy  in  paragraph  (a)  of 
this  section  cannot  be  automatically  or 
routinely  implemented:  the  application 
of  considered  judgment  is  necessary  if 
that  policy  is  to  be  applied  in  an  effective, 
workable  manner.  The  following  sections 
provide  guides  for  the  application  of  the 
general  policy  in  specific  situations. 
However,  contracting  and  program  offi¬ 
cials  should  be  alert  to  other  situations 
which  may  warrant  application  of  the 
general  policy. 

§  9—1.5407  Guides  applicable  prior  to 
selection  of  contractor  and  execution 
of  contract. 

(a)  A  contractor  who  in  connection 
with  the  performance  of  a  study  con¬ 
tract  will  be  given  information  by  AEC 
regarding  AEC’s  plans  or  programs 
which  is  not  available  to  Interested  in¬ 
dustrial  firms,  should  not  be  permitted 
to  compete  with  such  firms  for  work  re¬ 
lating  to  such  plans  or  programs. 

(b)  Development  contractors  general¬ 
ly  should  not  be  prohibited  from  con¬ 
sideration  as  a  supplier  for  a  product 
which  they  develop  and  design.  In  devel¬ 
opment  work  it  is  normal  to  select  firms 
which  have  done  the  most  advanced  work 
and  which  are  the  most  experienced  in 
the  field.  It  is  to  be  expected  that  these 
firms  will  develop  and  design  aroimd 
their  own  prior  knowledge.  Also,  a  con- 


miun  competition  consistent  with  satis¬ 
fying  AEC  requirements.  Where  the 
designer  and  developer  Is  permitted  to 
compete  with  others  for  the  furnishing  of 
the  final  product.  Managers  of  Field 
Offices  should  take  appropriate  steps  to 
see  that  the  Information  furnished  AEC 
imder  the  design  and  development  con¬ 
tract  is  available  to  other  potential  bid¬ 
ders,  on  a  timely  basis. 

(c)  If  a  single  contractor,  other  than 
a  company  which  has  participated  in 
the  development  referred  to  in  para¬ 
graph  (b)  of  this  section  undertakes  a 
contract  which  essentially  is  to  assist 
the  AEC  or  a  contractor  of  AEC  in  prep¬ 
aration  of  a  statement  of  work,  or  to 
provide  material  leading  directly  and 
predictably  to  a  statement  of  work,  to 
be  used  in  the  competitive  procurement 
of  a  product  or  service,  that  contractor 
should  not  be  allowed  to  supply  the  serv¬ 
ice,  or  the  product  or  major  components 
thereof  either  as  a  prime  or  subcon¬ 
tractor  or  vendor,  except  when  it  is  de¬ 
termined  and  justified  in  accordance 
with  established  criteria  that  such  con¬ 
tractor  is  a  sole  source  for  the  required 
product  or  service.  The  content  of  a 
statement  of  work  is  not  considered  pre¬ 
dictable  if  two  or  more  contractors,  un¬ 
affiliated  with  each  other,  are  involved 
substantially  in  the  preparation  of  mate¬ 
rial  leading  to  it.  Generally,  feasibility 
studies  which  do  not  propose  in  detail 
the  characteristics  of  a  possible  final 
product,  are  not  work  statements  and  a 
company  should  not  be  barred  from 
bidding  subsequently  on  the  product. 

(d)  If  a  contractor  agrees  to  prepare 
and  furnish  essentially  complete  specifi¬ 
cations  to  be  used  in  competitive  pro¬ 
curement,  that  contractor  should  not  be 
allowed  to  compete  either  as  a  prime  or 
subcontractor  or  vendor,  for  a  reason¬ 
able  period  including,  at  least,  the  initial 
procurement.  This  prohibition  should 
not  be  applied  to: 

(1)  Contractors  who  have  furnished 
at  AEC  request  specifications  or  data 
with  respect  to  a  product  sold  to  AEC, 
even  though  the  specifications  or  data 
may  have  been  paid  for  separately  or 
in  the  price  of  the  product, 

(2)  Contractors  acting  as  Industry 
representatives  who  assist  AEC  in  pre¬ 
paring,  refining,  or  coordinating  specifi¬ 
cations,  if  such  assistance  is  supervised 
and  controlled  by  ATC  representatives. 

(3)  Contracts  for  a  developmental  or 
prototsre  item.  However,  the  principle 
in  the  concluding  sentence  of  paragraph 
(b)  of  this  section  should  be  applied. 

(4)  Purchases  from  divisions  of  or 
companies  affiliated  with  the  performing 
contractor,  provided  such  purchases  are 
supervised  and  controlled  by  AEC 
representatives. 


§9—1.5406  General  policy. 


tractor  who  participates  in  an  early  (e)  A  contractor  performing  evalua- 
stage  of  development  is  not  precluded  tion  or  consulting  services  for  AEC  in 


(a)  In  order  to  assist  in  deciding  what, 
if  any,  steps  should  be  applied  to  avoid 


from  getting  a  contract  for  a  later  stage 
of  development  or  production.  As  part  of 


connection  with  a  competitive  procure¬ 
ment  should  not  be  allowed  to  evaluate 


organizational  conflicts  of  interest,  there  AEC’s  overall  planning  for  the  develop-  or  give  other  consulting  services:  (1)  On 


are  two  paramount  principles  to  be  con¬ 
sidered.  These  are:  (1)  Preventing  con¬ 
flicting  roles  which  might  bias  a  con¬ 
tractor’s  judgment  in  relation  to  its  work 
for  AEC,  and  (2)  preventing  unfair  com¬ 
petitive  advantage.  The  ultimate  test 


ment,  design,  and  the  production  stages, 
consideration  should  be  given  to  the  like¬ 
lihood  of  competitive  solicitations  for 
procuring  parts  of  the  design  or  product 
effort.  The  arrangement  for  such  pro¬ 
curement  should  provide  for  the  maxi- 


a  product  or  service  which  the  contractor 
provides:  (2)  on  the  product  or  services 
of  any  company  with  which  the  con¬ 
tractor  has  a  consulting  relationship;  or 
(3)  on  his  own  product  or  on  similar 
services  which  he  has  performed  for 
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others.  Such  a  contractor  should  not  be 
allowed  to  give  consulting  services  to 
prospective  bidden  on  a  procurement 
item  for  which  he  has  performed  or  will 
perform  evaluation  services  for  AEC.  It 
is  recognized  that  under  AEC  manage¬ 
ment  contracts  for  the  operation  of  ABC 
facilities  and  certain  research  and  devel¬ 
opment  contracts,  the  performing  con¬ 
tractor  may  solicit  proposals  and  advise 
ABC  concerning  proposed  purchases 
from  competitors  as  well  as  from  its  own 
affiliated  divisions  or  comi>anies  not 
directly  engaged  in  the  performance  of 
the  ABC  management  contract.  In  such 
cases  the  contracting  officer  should  as¬ 
sure  by  appropriate  review  and  supervi¬ 
sion  that  ^e  action  taken  is  sound. 

(f)  A  contractor’s  judgment  may  be 
biased  because  of  past  or  present  rela¬ 
tionships  of  its  officers  or  employees  with 
other  organizations  and  because  of  or¬ 
ganizational  relationships  (e.g.,  inter¬ 
locking  directorships) .  In  selecting  a  con¬ 
tractor  to  develop  technical  specifications 
in  connection  with  competitive  procure¬ 
ment  or  to  perform  evaluation  services 
on  technical  proposals,  consideration 
should  be  given  to  present  and  past  rela¬ 
tionships  of  the  contractor’s  organization 
and  personnel  to  the  companies  whose 
proposals  are  to  be  evaluated.  In  order 
to  avoid  or  minimize  organizational  con¬ 
flicts  of  interest  and  to  avoid  assignments 
of  work  which  would  create  unavoidable 
conflicts  of  Interest,  these  relationships 
may  require  that  an  organization  be 
eliminated  from  consideration  for  selec¬ 
tion,  or  that  a  reasonable  period  of  re¬ 
straint,  for  example,  1  year,  be  imposed 
on  the  organization  or  on  the  use  of 
certain  employees  in  the  performance  of 
contract  work. 

(g)  Combinations  of  contracts  for 
architect-engineering  and  construction 
services,  which  may  result  in  self -inspec¬ 
tion  of  construction  work,  tend  to  prevent 
a  contractor  from  rendering  unbiased 
decisions,  or  create  difficulties  in  segre¬ 
gating  costs  between  contracts,  and 
should  be  avoided.  However,  it  is  recog¬ 
nized  that  sometimes  it  is  advantageous 
under  carefully  circumscribed  conditions 
for  AEC  to  obligate  a  single  firm  to  per¬ 
form  both  architect-engineer  and  con¬ 
struction  work,  or  for  AEC  to  enter  into 
a  contract  for  architect-engineer  and 
construction  management  services  which 
may  include  performance  of  a  segment 
of  the  construction  work  with  the  con¬ 
tractor’s  own  forces.  Unless  otherwise  au¬ 
thorized  by  the  Director,  Division  of 
Contracts,  the  following  combinations  of 
contracts  shall  not  be  awarded  to  the 
same  firm  or  to  affiliated  companies: 

(1)  CPFF  and  fixed-price  contracts 
for  construction  services,  for  on-site 
architect-engineer  services,  or  for  con¬ 
struction  and  on-site  architect-engineer 
services  on  different  construction  proj¬ 
ects,  if  the  performance  of  any  portion 
of  the  work  under  each  contract  is  to  be 
concurrent  and  in  the  same  general 
location. 

(2)  A  fixed-price  contract  or  con¬ 
tracts,  for  both  architect-engineer  and 
construction  services  on  the  same  con¬ 
struction  project,  or  a  CPFF  contract  for 


architect-engineer  services  and  a  fixed- 
price  contract  for  construction  services 
on  the  same  construction  project.  If  a 
firm  is  to  be  responsible  under  such  con¬ 
tractual  arrangements  for  both  design 
and  construction  services,  title  m  archi¬ 
tect-engineer  services  shall  be  performed 
by  another  organization  selected  by  the 
AEC. 

(3)  A  CPFF  contract  for  both  archi¬ 
tect-engineer  and  construction  services 
on  the  same  construction  project  (engi¬ 
neer-constructor  contract).  If  this  con¬ 
tractual  arrangement  is  used,  the  con¬ 
tract  shall  provide  for  performance  of 
the  title  m  architect-engineer  services 
by  contractor’s  engineering  personnel 
who  are  not  responsible  to  the  contrac¬ 
tor’s  construction  personnel,  or  the  title 
m  services  shall  be  performed  by  another 
organization  selected  by  the  AEC. 

§  9—1.5408  Commercial  or  other  use  of 
information  and  data  obtained  under 
AEC  cost-type  contracts. 

(a)  Cost- type  contractors  may  be  per¬ 
mitted  to  use,  in  their  private  activities, 
information  and  data  developed  or  ob¬ 
tained  in  the  performance  of  such  con¬ 
tracts  as  provided  in  this  section. 

(b)  ’The  contractor  shall  be  required 
to  inform  the  contracting  officer  of  all 
situations  in  which  such  information  or 
data  is  proposed  to  be  used.  To  assme 
that  no  u^air  competitive  advantage 
resiilts  to  the  contractor,  the  contracting 
officer  shall  be  guided  by  the  following 
principles  in  permitting  the  use  of  such 
information  or  data  for  private  purposes: 

(1)  No  part  of  the  plans,  specifica¬ 
tions,  cost  estimates,  technical  informa¬ 
tion,  or  other  data  which  are  developed 
or  acquired  in  the  performance  of  the 
contract  and  which  are  required  by  the 
terms  of  the  contract  to  be  reported  to 
AEC  shall  be  used  in  the  contractor’s 
private  activities,  unless  such  informa¬ 
tion  has  been  reported  to  AEC.  Where 
AEC  furnishes  such  information  to  the 
contractor  for  the  performance  of  con¬ 
tract  work,  it  shall  not  be  used  in  the 
contractor’s  private  activities,  unless 
such  information  is  generally  available  to 
others. 

(2)  Information  which  is  reported  to 
AEC  by  ABC  contractors  will  normally 
be  disseminated  by  AEC  to  others. 

(3)  Employees  of  management  con¬ 
tractors  operating  AEC  facilities  may  not 
be  used  to  assist  in  the  preparaticm  of 
a  proposal  or  bid  for  the  performance  of 
private  commercial  services  similar  or 
related  to  those  being  performed  under 
the  AEC  contrswit  imless  such  employee 
has  been  separated,  with  AEC  approval, 
from  performance  of  work  imder  the 
AEC  contract  for  such  period  as  the  con¬ 
tracting  officer  shsdl  direct  consistent 
with  the  purpose  of  this  section. 

(4)  AEC  management  contractors 
operating  AEC  facilities,  and  performing 
services,  as  a  part  of  their  contract  work, 
for  other  Government  agencies  or  pri¬ 
vate  organizations,  should  not  be  per¬ 
mitted  to  utilize  information  which  is 
furnished  by  such  customers,  for  their 
own  private  activities,  unless  it  is  gen¬ 
erally  available  to  others,  or  imless  the 
customer  authorizes  such  use. 


(c)  As  used  in  this  section,  the  ten 
“cost-type  contractor’’  shall  Include^ 
filiated  companies,  parent  organizatioiJ 
or  wholly  owned  subsidiaries. 


PART  9-2~PROCUREMENT  BY 
FORMAL  ADVERTISING 


Subpart  9—2.1 — U$«  of  Formal  AdverUuiii 
Sec. 

9-2.105-50  Prebidding  conferences. 
Subpart  9—2.2 — Solicitation  of  Bids 


9-2.000 

Scope  of  part. 

9-2.102 

Policy. 

9-2.201 

Preparation  of  Invitations  for 
bids. 

9-2.202-50 

Postponement  of  bid  opening, 

9-2.203-3  (b) 

Paid  advertisements. 

Subpart  9-2.4 — Opening  of  Bids  ond  Award  oi 
Contract 

9-2.401 

Receipt  and  safeguarding  of 
bids. 

9-2.402 

Opening  of  bids. 

9-2.403 

[Reserved] 

9-2.406 

Mistakes  in  bids. 

9-2.406-3 

Other  mistakes  disclosed  be¬ 
fore  award. 

9-2.406-4 

Disclosure  of  mistakes  sftv 
award. 

9-2.407 

Award. 

9-2.407-1 

[Reserved] 

9-2.407-6 

Protests  against  award. 

Authority:  The  provisions  of  this  Put 
9-2  Issued  under  sec.  161  of  the  Atomk 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  Of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  480. 

§  9—2.000  Scope  of  part. 

This  part  implements  and  supplements 
the  requirements  for  procurement  ot 
personal  property  and  nonpersonal  sen- 
ices  (including  construction)  by  formal 
advertising  set  forth  in  PPR  Part  1-2. 

Subpart  9-2.1 — Use  of  Formal 
Advertising 


§  9—2.102  Policy. 


Procurement  by  formal  advertising  for 
AEC  direct  procurement  shaU  be  fol¬ 
lowed,  except  where  negotiation  is  au¬ 
thorized  by  the  Federal  Property  and 
Administrative  Services  Act  of  1M9,  as 
amended.  Section  302(c)  (15)  of  that  Act 
authorizes  negotiation  when  “otherwise 
authorized  by  law”  (see  §  9-3.200) .  Direct 
AEC  procurement  of  supplies  and  am¬ 
ices  by  formal  advertising  shall  cotni^ 
with  the  requirements  of  this  part  and 
PPR  Part  1-2. 

§  9—2.105—50  Prebidding  conferences. 

See  §  9-1.354. 

Subpart  9—2.2 — Solicitation  of  Bids 

§  9—2.201  Preparation  of  imilationi  for 
bids. 

When  an  option  to  increase  or  decrease 
the  quantities  specified  is  employed,  the 
percentage  inserted  in  the  option  should 
not  normally  exceed  25  percent  and  in 
no  event  shall  it  exceed  50  percent  with¬ 
out  prior  authorization  of  the  Director 
of  the  Headquarters  division  or  ofdce 
concerned.  The  following  language  is 
suggested  for  incorporation  in  invitations 
for  Mds: 
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••m*  OoTemment  reeerves  the  rl^t  to  In- 
or  decrease  the  quantity  specified  in 

r^tem  of  the  schedule  by - percent 

Iritnmit  change  In  the  unit  price.  If  at  any 
«me  during  the  life  of  the  contract  atuch  an 
t^ease  or  decrease  shall  be  determined  to 
S  m  the  Interests  of  the  Government." 

WhMi  the  contract  contains  a  provision 
for  termination  for  convenience  of  the 
Government,  the  words  “or  decrease”  in 
the  option  may  be  deleted. 


§9-2.202-50  Postponement  of  bid 

openings. 

(a)  Whenever  such  action  is  deter¬ 
mined  by  the  contracting  officer  to  be 
In  the  best  interest  of  the  Government, 
bid  openings  may  be  postponed  by  issu¬ 
ance  and  distribution  to  all  prospective 
bidders  of  an  amendment  (see  PPR 
1-2.207)  to  the  invitation  for  bids. 
Notices  of  postponement  shall  be  issued 
by  mail  or  telegraph  as  early  as  possible, 
but  in  any  event  prior  to  the  time  speci¬ 
fied  lor  the  opening  of  bids. 

(b)  Bid  openings  shall  be  postponed 
when  an  important  segment  of  prospec¬ 
tive  bidders  requests  additional  time  for 
fling  their  bids,  or  the  contracting  officer 
is  on  notice,  or  has  reason  to  believe, 
that  the  specified  opening  date  is  not 
appropriate  or  is  not  conducive  to  the 
maximum  practicable  competition. 

(c)  Bid  openings  may  be  postponed,  if 
determined  by  the  contracting  officer  to 
be  practicable  and  in  the  best  interests  of 
the  Giovemment,  when  the  contracting 
ofQcer  has  reason  to  believe  that  the  bids 
of  an  Important  segment  of  bidders  have 
been  delayed  in  the  mails  for  causes  be¬ 
yond  their  control,  and  without  fault  or 
negligence  of  the  bidders  concerned,  such 
as,  but  not  limited  to,  flood,  fire,  accident, 
heavy  snow,  or  strikes. 


§  9-2.203—3  (b)  Paid  advertisements. 

When  it  is  deemed  necessary  to  use 
paid  advertisements  in  newspapers,  writ¬ 
ten  authority  for  such  publication  shall 
be  obtained  from  the  Manager  of  a  Field 
Office  or  the  Director  of  the  Headquar¬ 
ters  division  or  office  concerned. 

Subpart  9-2.4 — Opening  of  Bids  and 
Award  of  Contract 


§  9-2.401  Receipt  and  safeguarding  of 
bids. 

Envelopes,  or  other  outer  covering, 
containing  identified  bids  shall  be  time- 
stamped  (indicating  the  place,  date,  and 
time  of  receipt)  upon  receipt,  either  in  a 
mail  room  or  other  receiving  point  at 
the  address  specified  in  the  invitation. 

§  9-2.402  Opening  of  bids. 

At  the  bid  opening,  the  relative  merits 
of  any  bids  shall  not  be  discussed  by  the 
person  opening  the  bids,  or  the  contract¬ 
ing  officer,  with  the  bidders,  their  rep¬ 
resentatives,  or  with  casual  observers. 
No  statements  shall  be  issued  by  the  bid 
opener  or  the  contracting  officer  at  a 
bid  opening  bearing  on  the  award,  the 
possibility  of  a  readvertisement,  mistakes 
in  bids,  etc.  No  oral  instructions  shall  be 
given  to  bidders  at  any  time  during  the 


opening.  Protests  of  bidders  and  inquiries 
regarding  the  award  of  contract  shall 
be  referred  to  the  CMitractlng  officer 
after  the  completion  of  the  bid  opening 
procedure. 

§  9-2.403  [Reserved] 

§  9—2.406  Mistakes  in  bids. 

§  9—2.406—3  Other  mistakes  disclosed 
before  award. 

Pursuant  to  FPR  1-2.406-3  (b),  the 
Director,  Division  of  Contracts,  is  dele¬ 
gated  authority  to  make  the  determina¬ 
tions  imder  FPR  1-2.406-3.  Mistakes  in 
bids  prior  to  award  (other  than  obvious 
clerical  errors)  shall  be  submitted  to  the 
Director,  Division  of  Contracts,  accom¬ 
panied  by  the  data  set  forth  in  PPR 
l-2.406-3(d)  (3).  The  Director,  Division 
of  Contracts,  will  promptly  notify  the 
contracting  officer  of  the  course  of  action 
to  be  taken. 

§  9—2.406—4  Disclosure  of  mistakes  after 
award. 

Pursuant  to  PPR  1-2.406-4 (d),  the 
Director,  Division  of  Contracts,  has  been 
delegated  authority  to  make  the  deter¬ 
minations  under  PPR  1-2.406-4.  Mis¬ 
takes  in  bids  after  award  shall  be  sub¬ 
mitted  to  the  Director,  Division  of  Con¬ 
tracts,  accompanied  by  the  data  set  forth 
in  PPR  1-2.406-4 (f). 

§  9—2.407  Award. 

§  9-2.407-1  [Reserved] 

§  9—2.407—8  Protests  against  award. 

After  providing  the  Comptroller  Gen¬ 
eral  with  a  notice  of  Intent  to  make  an 
award,  and  formal  or  Informal  advice 
is  obtained  concerning  the  current  status 
of  the  case  (see  PPR  l-2.407-8(b)  (2) ), 
the  contracting  officer  shall  obtain  ap¬ 
proval  of  his  superior  officer  to  make  an 
award  where  a  protest  has  been  sub¬ 
mitted  to  the  Comptroller  General  and  it 
is  necessary  to  make  an  award  before  the 
matter  is  resolved. 


PART  9-3— PROCUREMENT  BY 
NEGOTIATION 

See. 

9-3.000  Scope  of  part. 

Subport  9— 3.1— Use  of  Negotiation 

9-3.103  Dissemination  of  procmement 

information. 

Subpart  9—3.2 — Circumstances  Permitting 
Negotiation 

9-3.200  Scope  of  subpart. 

9-3.202  [Reserved] 

9-3.204  Personal  or  professional  services. 

9-3.211  [Reserved] 

9-3.213  Teclmlcal  equipment  requiring 

standardization  and  inter¬ 
changeability  of  parts. 

9-3.215  Otherwise  authorized  by  law. 

Subpart  9— 3.3— Determinations,  Findings,  and 
Authorities 

9-3.301  General. 

9-3.302  Determinations  and  findings 

required. 

9-3.303  Determinations  and  findings  by 

the  Head  of  the  Agency. 


Subpart  9—3.4 — ^Types  of  Contracts 

Sec. 


9-3.404-3 


9-3.404-5 


9-3.404-7 

9-3.404-50 


9-3.404-51 

9-3.405-6 

9-3.406-1 

9-3.408 


Plxed-price  contract  with  esca¬ 
lation. 

Prospective  price  redetermlna- 
tlon  at  a  stated  time  or  times 
during  performance. 

Retroactive  price  redetermlna- 
tion  after  completion. 

Lump-sum  contract  for  archi¬ 
tect-engineer  services  with  re¬ 
imbursement  for  certain  costs. 

Plxed-price  contracts  with  pro¬ 
vision  for  redetermlnatlon. 

Cost-pl\is-a-fixed-fee  contract. 

Time  and  materials  contract. 

Letter  contract. 


Subpart  9— 3.6— Small  Purchases 


9-3.600 

9-3.603-2 

0-3.604 

9-3.606-1 

9-3.605-2 


Scope  of  subpart. 

Data  to  support  small  pmehases. 
[Reserved] 

Standard  Form  44. 

Standard  Form  147  and  148. 


Subpart  9—3.8 — Price  Negotiation  Policies  and 
Techniques 


9-3.800 

9-3.801 

9-3.802 

9-3.804 

0-3.805 

9-3.805-60 


9-3.807-1 

9-3.807-3 

9-3.807-11 

9-3.807-12 

9-3.807-52 

9-3.807-63 

9-3.807-64 

9-3.808 

9-3.808-50 

9-3.808-61 

9-3.809 

9-3.814-2 

9-3.814-50 


Scope. 

Basic  poUcy. 

Preparation  for  negotiation. 
Conduct  of  negotiations. 
Selection  of  offerors  for  negotia¬ 
tion  and  award. 

Negotiation  of  architect-engi¬ 
neer  and  cost-plus-a-fixed-fee 
contracts.  , 

[Reserved] 

Requirements  for  cost  or  pricing 
data. 

Overhead  rate  considerations. 
Sole-source  Items. 

Approvals  and  waiver. 
Development  of  special  items. 
Price  warranties. 

Pricing  techniques. 

Negotiating  profit  and  fees. 
Limitation  on  profits  and  fees. 
Contract  audit  as  a  pricing  aid. 
Audit  and  records. 

Subcontractor  cost  or  pricing 
data  clause. 


Subpart  9—3.9 — Subcontracting  Policies  and 
Procedures 

9-3.901  General. 

Authoritt  :  The  provisions  of  this  Part  9-3 
Issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  42 
U.S.C.  2201;  sec.  206  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390, 40  U.S.C.  486. 

§  9—3.000  Scope  of  part. 

This  part  implements  and  supplements 
the  policies  and  procedures  governing 
procurement  by  negotiation  set  forth  In 
PPR  Part  1-3. 

Subpart  9-3.1 — Use  of  Negotiation 

§  9—3.103  Dissemination  of  procure¬ 
ment  information. 

See  10  CFR  Part  9,  Public  Records,  for 
regulations  relating  to  the  availability  of 
AEG  records  to  the  public. 

Subpart  9—3.2 — Circumstances 
Permitting  Negotiation 

§  9-3.200  Scope  of  subpart. 

Section  302(c)  of  the  Federal  Proi>- 
erty  and  Admhiistrative  Services  Act  of 
1949.  as  amended,  authorizes  the  negoti¬ 
ation  of  contracts,  and  Is  applicable  to 
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AEC  procurement.  Sectim  302(c)  (15)  of 
the  Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  per¬ 
mits  negotiation  when  otherwise  author¬ 
ized  by  law,  provided  that  in  such  event 
the  requirements  of  that  Act  shall  apply. 
Accordingly  when  the  Federal  Property 
and  Administrative  Services  Act  of  1949, 
as  amended,  or  the  Atomic  Energy  Act 
of  1954,  as  amended,  or  other  law  is  used 
as  the  basis  for  negotiation,  the  require¬ 
ments  of  sectkm  304  of  the  Federal 
Property  and  Administrative  Services 
Act  of  1949,  as  amended,  are  applicaUe, 
except  as  provided  in  these  regulations. 

§  9—3.202  [Reserved] 

§  9—3.204  Personal  or  professional  serv¬ 
ices. 

Formal  advertising  procedures  shall 
not  be  used  for  contracts  for  architect- 
engineer  or  other  professional  engineer¬ 
ing  services.  Such  contracts  may  be 
negotiated  under  section  302(c)  (4)  of  the 
Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  or  sec¬ 
tion  302(c)  (15)  of  that  Act  and  the 
Atomic  Energy  Act  of  1954,  as  amended. 
However,  the  exemption  provided  for  in 
{  9-3.405-5(c)  does  not  apply  to  con¬ 
tracts  negotiated  under  section  302(c) 
(4)  of  the  Federal  Property  and  Admin¬ 
istrative  Services  Act  of  1949,  as 
amended. 

§  9—3.211  [Reserved] 

§  9-3.213  Technical  equipment  requir¬ 
ing  standardization  and  interchange- 
ability  of  parts. 

If  section  302(c)  (15)  of  the  Federal 
Prc^Terty  and  Administrative  Services 
Act  of  1949,  as  amended,  and  the  Atomic 
Energy  Act  of  1954,  as  amended,  are  used 
as  the  bases  for  negotiation,  the  exam¬ 
ple  of  findings  and  determinations  set 
forth  in  FPR  l-3.213(e)  (2)  shall  be  ap¬ 
propriately  modified  to  state  the  author¬ 
ity  for  negotiation. 

§  9—3.215  Otherwise  authorized  by  law. 

(a)  The  Atomic  Energy  Act  of  1954, 
as  amended,  and  the  Atomic  Energy 
Commimity  Act  of  1955,  as  amended, 
contain  various  exemptions  from  section 
3709  of  the  Revised  Statutes,  as  amended. 
Pursuant  to  section  310  of  the  Federal 
Property  and  Administrative  Services 
Act  of  1949,  as  amended,  these  references 
to  section  3709  shall  be  construed  to 
authorize  procurement  pursuant  to  sec¬ 
tion  302(c)  (15)  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949, 
as  amended,  without  regard  to  the  ad¬ 
vertising  requirements  of  sections  302(c) 
and  303  of  that  Act. 

(b)  The  Atomic  Energy  Act  of  1954,  as 
amended,  also  provides  in  section  162 
that  the  President  may,  in  advance,  ex¬ 
empt  any  specific  action  of  the  CTommis- 
sion  in  a  particular  matter  from  the 
provisions  of  law  relating  to  contracts 
whenever  he  determines  that  such  action 
is  essential  in  the  interest  of  the  com¬ 
mon  defoase  and  security. 

(c)  Every  contract  negotiated  under 
the  authority  of  section  302(c)  (15)  of  the 
Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  and 


RULES  AND  REGULATIONS 

the  Atomic  Energy  Act  of  1954,  as 
amended,  shall  be  supported  by  a  deter- 
mhiatian  and  findings  jostifjring  use  (rf 
such  authority. 

Subpart  9—3.3 — Determinations, 
Findings,  and  Authorities 
§  9—3.301  C^neral. 

Except  as  otherwise  provided  in 
§  9-3.302,  the  determinations  and  find¬ 
ings  required  by  FPR  Subpart  1-3.3 
shall  be  made.  Except  as  otherwise  pro¬ 
vided  in  !  9-3.303,  the  determinations 
and  findings  required  by  FPR  Subpart 
1-3.3  may  be  made  and  executed  by  the 
contracting  oflicer. 

§  9—3.302  Determinations  and  findings 
required. 

The  determination  and  finding  re¬ 
quired  by  FPR  l-3.302(d)  is  not  required 
when  the  contract  is  negotiated  under 
the  Atomic  Energy  Act  of  1954,  as 
amended. 

§  9—3.303  Determinations  and  findings 
by  the  Head  of  the  Agency. 

Findings  and  determinations  support¬ 
ing  negotiation  under  the  authority  of 
the  Federal  Property  and  Administrative 
Services  Act  of  1949,  section  302(c)  (11) 
(FPR  1-3.211),  with  respect  to  contracts 
which  will  not  require  the  expenditure 
of  more  than  $25,000  may  be  executed 
by  Managers  of  Field  Offices  and  appro¬ 
priate  Headquarters  Division  Directors. 
Findings  and  determinations  for  such 
contracts  in  excess  of  $25,000  and  in  sup¬ 
port  of  contracts  negotiated  pursuant  to 
sectlcms  302(c)  (12)  and  302(c)  (13)  of 
the  Federal  Property  and  Administrative 
Services  Act  of  1949  (FPR  1-3.212  and 
1-3.213)  shall  be  executed  by  the  General 
Manager. 

Subpart  9—3.4 — Types  of  Contracts 

§  9—5.404—3  Fixed-price  contract  with 
escalation. 

(a)  Upward  price  escalation  should 
generally  be  llinited  to  10  percent  of 
original  contract  unit  prices.  In  cases 
where  such  a  limitation  would  not  be 
equitable  either  to  the  contractor  or  the 
Government,  appropriate  higher  or  lower 
percentages  may  be  substituted.  How¬ 
ever,  in  a  negotiated  contract,  when  con¬ 
sidering  a  higher  limitation  on  escala¬ 
tion,  the  profit  allowed  should  be 
considered  in  light  of  the  risk  assumed 
and,  therefore,  lower  profit  factors 
should  be  sought  to  offset  decreased  risks. 

(b)  The  escalation  articles  in  Subpart 
9-7.50  do  not  provide  for  contract  price 
modifications  being  tied  to  general  or 
industry-wide  indexes  of  material  prices 
and  wage  rates,  because: 

(1)  Such  price  indexes  reflect  average 
increases  or  decreases  in  material  prices 
and  wage  rates  and,  therefore,  generally, 
do  not  accurately  reflect  increases  or  de¬ 
creases  in  a  particular  ccmtractor’s  actual 
payments  for  material  and  labor.  Con¬ 
tract  price  changes  made  on  this  basis 
are  likely  to  be  unfair,  either  to  the  con¬ 
tractor  or  the  Government. 

(2)  Statistics  included  either  in  gen¬ 
eral  or  industry-wide  price  indexes  are 
accumulated  on  broad,  overall  coverage 


basis  and  do  not  accurately  reflect  in- 
creases  or  decreases  in  material  pric« 
or  wage  rates  as  applied  to  the  equip, 
xnent  or  material  being  purchased  under 
a  particular  contract. 

For  the  foregoing  reasons,  it  Is  preferable 
to  use  price  escalation  articles  vhidi 
provide  for  contract  price  modiflcatlooi 
based  on  increases  or  decreases  in  the 
contractor’s  actual  payments  for  mate¬ 
rial  and  labor.  When  it  is  determine 
for  cogent  reasons,  that  a  price  escala¬ 
tion  article  based  on  increases  or  de¬ 
creases  in  a  general  or  Industry-wide 
price  index  must  be  used,  every  effort 
should  be  made  to  select  an  index  which 
a  study  of  past  experience  for  a  repre¬ 
sentative  period  indicates  most  nearly 
conforms  to  the  contractor’s  actual  ex¬ 
perience  for  the  same  period.  The  cwi- 
tract  file  will  set  forth  the  reasons  for 
using  an  escalation  article  based  on  a 
general  or  industry-wide  price  index  and 
also  why  the  particular  index  used  was 
selected. 

§  9—3.404—5  Prospective  price  redeter. 
mination  at  a  stated  time  or  timet 
during  performance. 

See  contract  article  set  forth  In 
S  9-7.5007-5  and  general  discussion  in 
§  9-3.404-51. 

§  9—3.404—7  Retroactive  price  redeler. 
mination  after  completion. 

See  contract  article  set  forth  in 
S  9-7.5007-5  and  general  discussion  In 
§  9-3.404-51. 

§  9—3.404—50  Lnmp-sum  contract  for 
architect-engineer  services  with  re. 
imbursement  for  certain  costs. 

(a)  Description:  ’This  type  of  contract 
normally  provides  for  a  fixed  amount  or 
lump  sum  for  the  A-E  services  (see 
§  9-3.802-50  for  definition  of  these  serv¬ 
ices)  plus  reimbursement  of,  or  payment 
of  an  additional  lump  sum  for  certain 
costs  listed  below  to  the  extent  they  are 
Incurred  In  connection  with  the  work 
and  approved  by  the  contracting  officer. 
These  costs  generally  are  not  susceptible 
of  reasonable  estimation  in  advance  due 
to  a  wide  variaticHi  in  the  extent  the  re¬ 
lated  services  are  required  for  various 
projects,  or  they  are  for  services  not 
normally  a  part  of  Titles  I,  II,  and  HI. 
These  costs  are  as  follows: 

(1)  The  actual  costs  of  labor,  materi¬ 
als,  and  equipment  use  and  traveling  ex¬ 
penses  as  applicable  and  required  for: 

(1)  Topographical  and  other  field  sur¬ 
veys,  the  preparation  of  topographic 
maps,  and  test  borings  and  other  sub¬ 
surface  investigations  which  the  archi¬ 
tect-engineer  may  be  required  to  make, 
including  any  subcontracts  therefor. 

(ii)  Inspection  of  construction  work  at 
the  site  (resident  engineer  in  charge, 
field  engineers,  insi>ectors,  and  the  sup¬ 
porting  field  office  force,  including  home 
or  branch  office  persoimel  assigned  to 
duty  in  the  field  on  a  temporary  basis). 


(iii)  Services  such  as  Inspecting  ma¬ 
terial  and  equipment  at  vendors’  plants 
and  expediting  (when  not  covered  by  a 
separate  procuremrait  fee),  and  check¬ 
ing  or  expediting  shop  drawings  at  ven¬ 
dors’  plants. 
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(iv)  Furnishing  more  than  20  copies 
any  of  the  following;  Drawings, 
iLciflcatlans,  invitationB  for  bid,  or 
!^^^relaited  documents,  and  revisions 
Slereto,  which  are  reproduced  after 
«tle  n  design  is  approved  by  the  Com¬ 
mon  and  which  are  for  use  by  the 
Cwninlssion  and  its  construction  con¬ 
tractors  (but  excluding  “as-built"  record 
drawings).  Payment  may  be  an  allow¬ 
ance  in  lieu  of  the  actual  cost  at  a  rate 
or  rates  approved  in  advance  by  the  con¬ 
tracting  ofBcer,  and  which  are  compar¬ 
able  to  going  commercial  rates  in  the 
particular  area. 

Kotb;  Compensation  Is  included  In  the 
lump  sum  derived  Ipom  the  fee  schedxile  for 
aU  drawings,  plans,  and  documents  prepared 
and  reproduced  under  Title  I,  except  those 
which  are  reimbursable  under  paragraph 
(a)(l)(l)  of  section;  for  all  drawings, 
speclflcations,  invitations  for  bid,  and  other 
related  documents  prepared  and  reproduced 
under  Title  n,  prior  to  approval  of  Title  II 
design  by  the  Commission  and  for  prepara¬ 
tion  of  repr^udble  copies  and  fiimlshing 
30  copies  of  such  drawings  and  docu¬ 
ments  after  approval  by  the  Commission; 
and  for  reproducible  “as-bullt"  record  draw¬ 
ings  and  marked-up  “as-built”  spedficatlorus 
prepared  under  Title  in  (Including  updated 
master  linen  tracings,  or  reproducible  linen 
tracings  from  the  master  set.  If  so  specified 
In  the  contract) .  The  provisions  of  the  appli¬ 
cable  Oovemment  Printing  and  Binding 
Regulations  must  also  be  observed. 


ing  another  qualified  person  to  do  such 
work,  but  the  salary  portion  should  not 
exce^  the  actual  salary  rate  of  the 
individual  concerned. 

(c)  The  costs  listed  in  paragraphs  (a) 
and  (b)  of  this  section  cover  services  that 
are  normal  to  complete  Titles  I,  U,  and 
m  services.  No  profit  should  be  included 
in  the  additional  compensation  for  those 
services  because  the  architect-engineer’s 
profit  for  the  service  Is  included  in  the 
lump-sum  amount  determined  from  the 
fee  schedule.  In  order  to  ensure  adequate 
technical  services,  they  may  be  paid  for 
on  an  actual  cost  basis.  However,  if  it  is 
considered  to  be  more  advantageous  to 
the  Government,  an  additional  lump  sum 
should  be  negotiated  to  cover  the  costs. 
In  the  case  of  personal  services  such  as 
Inspectors,  a  daily  rate  may  be  negoti¬ 
ated.  The  calculation  of  the  additional 
lump  sum,  or  dally  rate,  should  show 
clearly  the  amount  allowed  for  each  of 
the  services  or  elements  of  cost. 

(d)  The  services  covered  in  para¬ 
graphs  (a)  (2),  (3),  and  (4)  of  this 
section  may  be  furnished  by  the  Com¬ 
mission  instead  of  reimbursing  the  con¬ 
tractor  for  the  expenses.  The  type  of 
services  that  will  be  furnished  should  be 
stated  in  the  contract. 

(e)  If  services  are  furnished  that  are 
beyond  Titles  I,  II.  and  III,  such  as  de¬ 
velopmental  work,  special  engineering 


actual  cost  of  travel  of  persons  (em¬ 
ployees  and,  if  authorized,  their  depend¬ 
ents)  and  subsistence  incident  to  such 
travel,  and  transportation  of  personal 
hous^old  goods  and  effects,  in  amounts 
not  exceeding  such  limits  as  may  be  pre¬ 
scribed  by  the  contracting  officer,  or  al¬ 
lowances  in  lieu  of  such  actual  cost  at 
rates  approved  by  the  contracting 
officer.  The  cost  of  transportation  be¬ 
tween  living  quarters  and  the  site  of  the 
construction  project  of  persons  employed 
at  such  site  is  not  included  unless  spe¬ 
cifically  approved  by  the  contracting 
officer. 

(g)  Use  of  lump-sum  contract: 

(1)  A  lump-sum  contract  for  archi¬ 
tect-engineer  services  should  be  used 
wherever  it  is  practicable  to  compile,  in 
advance  of  the  preparation  of  plans  and 
specifications,  adequate  information 
specifically  describing  the  character  and 
extent  of  services  required. 

(2)  When  there  is  insufficient  scope 
information  available  to  permit  contract¬ 
ing  for  complete  services  (Titles  I,  II,  and 
ni)  on  a  lump-sum  basis,  and  when  it 
may  be  to  the  advantage  of  the  Gov¬ 
ernment  to  do  so,  consideration  should 
be  given  to  contracting  only  for  a  study 
contract  or  for  the  prelijninary  engineer¬ 
ing  (Title  I) ,  on  either  a  reimbursable  or 
lump-sum  basis,  in  order  to  permit 
entering  into  a  lump-sum  contract  for 


(V)  Furnishing  copies  of  special  docu¬ 
ments,  such  as  completion  reports,  that 
have  been  prepared  in  accordance  with 
Instructions  of  the  Commission. 

(2)  'Ihe  actual  cost  of  on-site  trans¬ 
portation.  if  any,  for  services  listed  in 
paragraph  (a)(1)  (i)  through  (iii)  of 
this  section,  above,  or  the  cost  based  on  a 
rate  or  rates  approved  in  advance  by  the 
contracting  officer. 

(3)  The  cost  of  telegraph  and  long¬ 
distance  telephone  services  required  at 
the  construction  site  for  performance  of 
the  field  engineering  services. 

(4)  The  actual  costs  of  furniture  and 
equipment  (rental  or  purchase  as  ap¬ 
proved  In  advance  by  the  contracting 
officer),  field  office  space,  utilities,  jani¬ 
torial  service,  and  similar  items  for  use 
in  performing  Titles  I  and  HI  field  work. 

(5)  Compensation  paid  for  outside 
expert  technical  assistance,  including  the 
services  of  material  testing  laboratories, 
as  is  approved  in  writing  by  the  con¬ 
tracting  officer  in  connection  with  the 
performance  of  any  of  the  work  imder 
this  contract. 

(6)  Expenses  of  such  travel  of  the  con¬ 
tractor’s  responsible  supervising  repre¬ 
sentative  that  might  be  required  in  addi¬ 
tion  to  the  normal  supervision  furnished 
under  the  fee  or  specified  in  the  contract. 

(b)  Where  the  contractor’s  responsi¬ 
ble  supervising  representative,  or  an 
officer,  proprietor,  executive,  or  adminis¬ 
trative  head  of  the  contractor  partici¬ 
pates  directly  in  the  performance  of  any 
of  the  services  listed  in  paragraph 
(a)  (1)  (1)  through  (iii)  of  this  section,  he 
may  be  compensated  for  the  time  actually 
so  engaged.  ’The  rate  of  compensation, 
including  the  allocation  of  home  office 
expenses,  if  any,  shall  be  subject  to  ap¬ 
proval  by  the  contracting  officer  and 
commensurate  with  the  cost  of  employ- 


studies,  and  the  preparation  of  special 
documents  such  as  operating  and  main¬ 
tenance  manuals,  additional  compensa¬ 
tion,  including  profit,  should  be  paid  for 
such  services.  Note  that  preliminary  pro¬ 
posals  and  construction  completion  re¬ 
ports  normally  are  considered  a  part  of 
’ntles  I  and  IH. 

(f)  Definitions; 

(1)  Labor  costs  as  used  in  paragraph 
(a)  of  this  section  include  the  following: 

(1)  Wages  and  salaries. 

(ii)  Directly  related  payroll  costs 
(social  security  and  unemployment  in¬ 
surance  taxes,  workmen’s  compensation 
insurance  premiums,  vacation,  sick 
leave,  benefit  and  welfare  plans,  etc.,  re¬ 
quired  by  law,  employer-employee  agree¬ 
ment,  or  an  established  policy  of  the 
contractor) . 

(iii)  Home  or  branch  office  overhead 
expenses  which  are  applicable  and  prop¬ 
erly  chargeable  to  the  work.  ’The  full 
overhead  rate  should  not  be  applied  to 
salaries  of  personnel  assigned  to  continu¬ 
ous  field  duty.  For  such  personnel, 
reimbursement  should  be  made  at  a  rate 
to  cover  only  the  cost  of  specific  essen¬ 
tial  services  and  supplies  furnished  by 
the  home  or  branch  office  to  the  field 
staff  and  which  otherwise  would  have  to 
be  procured  in  the  field.  Where  it  is  feas¬ 
ible  or  practical  with  respect  to  particu¬ 
lar  services  or  supplies,  reimbursement 
may  be  made  on  the  basis  of  actual  costs. 

(2)  Labor  costs  as  used  in  paragraph 
(a)  of  this  section  do  not  include  any  of 
the  above  costs  and  expenses  applicable 
to  the  contractor’s  responsible  supervis¬ 
ing  representative,  or  to  an  officer,  pro¬ 
prietor,  executive,  or  administrative 
head  of  the  contractor,  except  as  pro¬ 
vided  in  paragraph  (b)  of  this  section. 

(3)  Traveling  expenses  as  used  in 
paragraph  (a)  of  this  section  include  the 


the  remaining  portion  of  architect- 
engineer  services  (Titles  H  and  III), 
based  upon  information  developed  in  the 
first  phase. 

§  9—3.404—51  Fixed-price  conlracls  wilh 
provision  for  redetermination. 

(a)  This  type  of  contract  is  a  fixed - 
price  contract  with  a  special  provision 
for  redetermining  the  contract  price  up¬ 
ward  or  downward.  It  is  used  to  obtain 
reasonable  prices  when  substantial  con¬ 
tingency  charges  otherwise  would  be  in¬ 
cluded  in  a  contract  price  due  to  such 
factors  as  prolonged  delivery  schedules, 
unstable  market  conditions  for  material 
or  labor,  lack  of  fully  developed  specifica¬ 
tions,  or  uncertainty  of  cost  of  perform¬ 
ance.  Under  this  type  of  contract,  the 
Government  assumes  the  risk  of  certain 
contingencies  which  the  contractor 
would  otherwise  include  in  its  contract 
price,  and  the  contract  price  is  ultimately 
redetermined  only  to  the  extent  that  such 
contingencies  actually  occur.  The  as¬ 
sumption  of  a  portion  of  the  contract  risk 
by  the  Government  requires  the  negotia¬ 
tion  of  a  lower  rate  of  profit  than  would 
be  the  case  when  all  risk  was  assumed  by 
the  contractor.  An  appropriate  price  re- 
determination  article  shall  be  used  in 
fixed-price  contracts  in  those  instances 
where:  (1)  There  are  insufficient  data  to 
indicate  reasonableness  of  price;  (2)  the 
estimate  of  the  low  offeror,  or  the  only 
offeror,  exceeds  the  independent  Govern¬ 
ment  estimate  by  an  unreasonable 
amount;  (3)  it  is  necessary  or  desirable 
to  eliminate  charges  for  contingencies 
from  the  price  offered;  or  (4)  there  are 
other  circumstances  which  require  pro¬ 
tection  of  the  interests  of  the  Govern¬ 
ment  by' use  of  a  price  redetermination 
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provision.  The  length  of  the  contract  pe¬ 
riod  is  an  important  factor  to  be  con¬ 
sidered  in  determining  whether  to  pro¬ 
vide  for  price  redetermination.  As  a 
general  rule,  the  longer  the  contract 
period,  the  greater  may  be  the  need  for 
price  redetermination.  Thus,  in  contracts 
running  for  a  year  or  more,  a  price  re¬ 
determination  article  may  well  be  the 
most  appropriate  means  of  properly  pro¬ 
tecting  the  Gtovernment’s  interest.  In  in¬ 
stances  where  deliveries  will  be  made  over 
a  period  of  2  or  more  years,  it  is  generally 
desirable  to  provide  for  price  redetermi¬ 
nation  on  an  annual  basis  as  a  minimum 
requirement. 

(b)  The  price  redetermination  article 
set  forth  in  §  9-7.5007-5  permits  upward 
as  well  as  downward  redetermination. 
Under  such  circumstances,  provision  is 
made  for  setting  a  limit  on  the  amount  of 
any  upward  price  revision  by  fixing  a 
ceiling  price  for  the  contract.  Where  up¬ 
ward  price  redetermination  is  allowed,  a 
ceiling  price  should  be  set  in  order  to  en¬ 
courage  the  contractor  to  perform  e£B- 
ciently.  The  range  of  allowable  upward 
price  revisions  from  the  contract  or  tar¬ 
get  price  (which  should  contain  substan¬ 
tially  no  allowance  for  contingencies)  to 
the  ceiling  price  should  be  a  reasonable 
measure  of  the  contingencies  against 
which  the  contractor  is  being  protected. 
Any  costs  allowed  the  contractor  in  price 
redetermination  above  the  contract  or 
target  price  should  be  without  profit.  An 
upward  price  revision  of  10  percent  of  the 
target  price  is  generally  regarded  as  a 
reasonable  limit  and,  except  for  unusual 
circumstances,  20  percent  should  be  con¬ 
sidered  the  maximum  allowable  limit. 

(c)  The  profit  margin  included  in  the 
original  contract  price  should  be  a  rea¬ 
sonable  measure  of  the  risk  being  as¬ 
sumed  by  the  contractor.  Thus,  where 
there  is  evidence  of  close  pricing  in  the 
original  contract  price,  subject  to  down¬ 
ward  redetermination  only,  the  contrac¬ 
tor  is  deserving  of  a  larger  profit  margin 
than  would  be  the  case  where  such  con¬ 
tract  price  is  known  to  Include  a  substan¬ 
tial  contingency  allowance.  Similarly,  the 
greater  the  spread  between  the  contract 
or  target  price  and  the  ceiling  price,  the 
greater  the  extent  to  which,  as  a  general 
rule,  the  Government  is  assuming  con¬ 
tingent  risks,  and  the  lower  the  profit 
margin  should  be.  Again,  in  a  case  where 
provision  is  made  for  a  single  price  re- 
determination  during  the  contract  pe¬ 
riod,  the  later  such  redetermination  is 
effected,  the  greater  usually  is  the  per¬ 
centage  that  actual  costs  constitute  of 
total  costs,  as  redetermined,  and  conse¬ 
quently  the  lower  the  profit  margin 
should  be.  Normally,  the  profit  included 
in  the  original  contract  price  is  carried 
through  price  redetermination.  However, 
if  the  contractor  has  performed  an  espe¬ 
cially  efficient  and  economical  job,  he 
should  be  rewarded  with  an  increased 
profit  margin,  and,  conversely,  when  this 
performance  has  been  below  reasonable 
standards,  his  profit  margin  should  be 
reduced. 

(d)  Before  agreeing  to  the  use  of  a 
specific  price  redetermination  article,  the 
fact  that  the  contractor  has  a  cost  ac¬ 


counting  system  of  sufficient  accuracy 
and  reliability  to  allow  the  development 
of  the  cost  information  required  by  the 
provision  of  such  article  should  be  es¬ 
tablished.  The  price  redetermination  ar¬ 
ticle  provides  for  such  examination  and 
audit  of  the  books,  records,  and  accoimts 
of  the  contractor  as  the  contracting  of¬ 
ficer  may  deem  necessary.  The  need  and 
extent  of  such  review  of  a  contractor’s 
accounting  records  is  a  matter  of  judg¬ 
ment  to  be  determined  in  the  light  of 
such  relevant  factors  as:  (1)  The  nature 
and  acceptability  of  cost  and  other  data 
submitted  by  the  contractor,  (2)  knowl¬ 
edge  of  the  contractor’s  accounting  poli¬ 
cies  and  cost  system,  (3)  reliability  of  the 
contractor’s  data  on  the  basis  of  previous 
experience  with  the  contractor,  (4)  any 
\musual  circumstances  which  might  af¬ 
fect  the  Government’s  Interests,  and  (5) 
dollar  amount  of  the  contract. 

(e)  Ceiling  or  maximum  prices  must 
be  established  at  figures  which  will  pro¬ 
vide  an  effective  incentive  for  economical 
performance.  Accordingly,  the  need  for 
close  estimating  in  establishing  maxi¬ 
mum  prices  cannot  be  overemphasized. 
Abnormally  high  “ceilings,”  “maximum 
prices”  or  “upset  prices”  have  the  po¬ 
tential  disadvantages  of  cost-plus- a-per- 
centage-of-cost  contracting  which  must 
be  avoided. 

(f)  In  order  to  keep  the  maximum 
price  closely  related  to  the  cost  of  work 
currently  required  under  the  contract, 
provision  should  be  made  for  adjusting 
the  initial  maximiun  price  in  the  event 
of  subsequent  changes  in  quantity,  plans 
or  specifications,  delivery  schedule,  or 
other  elements  of  the  scope  of  the  work. 

(g)  At  the  point  agreed  upon  for  re¬ 
determining  the  price,  the  firm  price  to 
be  agreed  upon  may  include  an  adjust¬ 
ment  of  the  original  profit.  Such  ad¬ 
justment  of  profit  is  not  to  be  based  on 
a  percentage  of  cost  contractually  es¬ 
tablished  in  advance,  but  should  reflect 
a  fair  return  to  the  contractor  which 
takes  into  account  his  performance,  cost 
reductions,  degree  of  risk,  or  other  in¬ 
centive  factors. 

(h)(1)  Multiple  price  redetermina¬ 
tion,  upward  or  downward,  is  accom- 
plLsbed  by  use  of  the  article  set  forth  in 
§  9-7.5007-5  with  both  subparagraphs 
(1)  and  (2)  of  paragraph  (a)  of  such 
article  Included.  Subparagraph  (1)  pro¬ 
vides  for  a  negotiated  upward  or  down¬ 
ward  redetermination  of  unit  prices  upon 
completion  of  delivery  of  a  specified  per¬ 
centage  of  the  principal  items  called  for 
by  the  contract.  Thereafter,  vmder  sub- 
paragraph  (2),  there  may  be  upward  or 
downward  revision  of  prices  upon  the 
written  demand  of  either  party,  subject 
to  specified  limitations  on  the  frequency 
of  such  demands.  ’The  Initial  (manda¬ 
tory)  price  redetermination  is  retroac¬ 
tive  to  the  start  of  the  contract  period 
as  well  as  prospective  in  its  application; 
any  subsequent  redeterminations  have 
a  prospective  effect  only.  ’This  form  of 
price  redetermination  is  especially  suit¬ 
able  for  a  supply  contract  where  the 
quantity  under  procurement  is  large,  the 
delivery  schedule  calls  for  deliveries  over 
a  prolonged  period  (usually  over  a  year) , 


and  an  accurate  forecast  of  production 
costs  is  not  feasible. 

(2)  ’This  article  readily  lends  Itself  to 
modiflcations  to  meet  the  special  needs 
of  different  situations  where  price  re¬ 
determination,  wholly  or  partly  prospec¬ 
tive  in  effect,  is  desirable.  Thus,  it  might 
be  considered  desirable  (or  the  contractor 
might  insist)  that  price  redeterminatioM 
be  made  at  specified  regular  intervals, 
rather  than  at  irregular  intervals  upon 
the  demand  of  either  party,  after  the  ini¬ 
tial  price  revision  (in  which  event,  sub- 
paragraph  (2)  of  paragraph  (a)  should 
be  reworded  to  specify  the  redetermina¬ 
tion  or  target  dates  after  the  initial  price 
redetermination) ;  or  that  only  one  price 
redetermination  upward  or  downward  be 
made  at  a  specified  point  in  the  contract 
period  (in  which  event,  subparagraph  (2) 
of  paragraph  (a)  should  be  omitted) ;  or, 
fuilher,  that  only  one  price  redetermi¬ 
nation  downward  only  be  made  at  a 
specified  point  in  the  contract  period  (in 
which  event,  subparagraph  (2)  of  para¬ 
graph  (a)  should  be  omitted  and  the 
change  noted  in  footnote  1  to  the  article 
should  be  made).  Where  provision  is 
made  for  only  one  price  revision  during 
the  contract  period,  such  revision  should 
be  both  retroactive  and  prospective  in 
effect.  In  a  case  where  only  one  or  a  lim¬ 
ited  number  of  price  redeterminations 
will  be  allowed,  care  should  be  taken  in 
setting  the  points  of  redetermination  or 
target  dates  so  that  the  contractor  will 
have  had  sufficient  production  experience 
by  each  target  date  to  develop  actual  cost 
information  on  the  basis  of  which  rea¬ 
sonable  prices  can  be  set  for  the  next 
prospective  period.  For  example,  where 
provision  is  made  for  a  single  price  re¬ 
determination,  the  target  date  should  be 
so  set  that  the  contractor  will  be  able 
to  get  through  the  starting-up  period, 
when  costs  are  usually  high,  and  be  able 
to  operate  for  a  few  months  at  the  maxi¬ 
mum  capacity  called  for  by  the  delivery 
requirements  of  the  contract,  when  costs 
should  be  typical  of  expected  experience 
for  the  balance  of  the  contract,  before  he 
will  have  to  draw  off  his  actual  cost  ex¬ 
perience  for  price  revision.  A  target  date 
set  at  40  to  50  percent  of  completion  of 
deliveries  is  usually  considered  desirable 
under  such  circumstances. 

(i)  Single  price  redetermination  down¬ 
ward  only,  wholly  retroactive.  ’This  form 
of  price  redetermination  is  accomplished 
by  omitting  subparagraph  (2)  of  para¬ 
graph  (a)  and  making  the  changes  noted 
in  footnotes  2  and  5  to  the  article,  there¬ 
by  providing  for  a  single,  negotiated, 
downward  redetermination,  wholly  retro¬ 
active,  after  completion  or  termination 
of  the  contract.  ’The  price  redetermina¬ 
tion  article,  so  modified,  is  designed  pri¬ 
marily  for  use  in  small  to  moderate¬ 
sized  contracts  (approximately  $100,000 
or  less)  for  experimental  or  develop¬ 
mental  items  or  services.  However,  it  may 
also  be  used  in  contracts  of  similar  size 
for  the  procurement  of  any  item  or  serv¬ 
ice  when  it  is  not  possible  to  determine 
reasonableness  of  price  at  the  time  of 
negotiation. 

(j)  Single  price  redetermination  up¬ 
ward  or  downward,  wholly  retroactive. 
’This  form  of  price  redetermination  is 
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accomplished  by  omitting  subparagraph 
^ of  paragraph  (a)  and  making  the 
change  noted  in  footnote  5  to  the  article, 
thereby  providing  for  a  single,  negoti¬ 
ated,  upward  or  downward  redetermina- 
tion  wholly  retroactive,  after  completion 
or  termination  of  the  contract.  The  price 
redetennination  article,  so  modified,  is 
designed  for  use  in  negotiated  contracts 
for  supplies  or  services,  where  the  quan¬ 
tity  under  procurement  may  be  either 
moderate  or  large,  and  where  the  con¬ 
tract  period  is  not  extended  (usually  less 
^han  a  year)  so  that  it  is  not  feasible  to 
attempt  to  redetermine  the  contract 
price  during  the  period  of  the  contract. 
Care  should  be  taken  to  agree  upon  a 
contract  or  target  price  that  will  require 
the  contractor  to  do  an  efBcient  job,  and, 
since  redetermination  is  wholly  retro¬ 
active,  it  is  essential  that  a  limit  be  placed 
on  any  upward  price  revisions  (normally 
an  amount  not  in  excess  of  10  percent  of 
the  contract  or  target  price) . 

§  9-3.405-5  G>st-plu8-a-fixed-fee  con¬ 
tract, 

(9.)  Applicability; 

(1)  General:  While  it  is  fundamental 
AEC  policy  to  use  fixed-price  contracts 
wherever  feasible,  it  would  generally  be 
more  appropriate  to  use  a  cost-plus-a- 
fixed-fee  contract  in  the  following  cir¬ 
cumstances; 

(!)  There  is  inadequate  time  to  pre¬ 
pare,  or  other  circumstances  prevent  the 
preparation  of,  plans  and  specifications 
that  are  sufficiently  firm  to  provide 
assurance  against  an  excessive  number 
of  change  orders  due  to  errors,  discrep¬ 
ancies,  omissions,  and  inadequate  de¬ 
tails.  When  the  number  of  change  orders 
Increases,  the  advantages  inherent  in  the 
fixed-price  form  of  contracting  tend  to 
disappear. 

(ii)  The  work  involves  developmental 
or  experimental  services  of  such  a  scope 
or  duration  as  to  make  likely  an  exces¬ 
sive  number  of  change  orders  or  develop¬ 
mental  or  experimental  services  related 
to  the  work  under  the  contract  are  being 
performed  by  another  contractor  at  the 
same  time. 

(iii)  The  standards  of  performance 
(e.g.,  extremely  high  standards  of  clean¬ 
liness,  purity,  or  quality  control)  are  so 
much  higher  than  normal  industrial 
standards  as  to  make  it  impracticable 
to  prepare  appropriate  specifications 
clearly  describing  the  standards  required. 

.  (b)  The  authority  to  determine  under 
PPR  l-3.405-5(d)  (1)  (ix)  that  the' appli¬ 
cation  of  the  policy  of  limiting  interim 
payments  on  cost  reimbursement  type 
contracts  to  80  percent  of  costs  incurred 
would  impose  imdue  hardship  on  the 
contractor  or  adversely  affect  the  inte;:- 
ests  of  the  Government  is  delegated  to 
Managers  of  Field  Offices. 

(c)  Pursuant  to  section  602(d)  (13)  of 
the  FWeral  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  the  10 
and  6  per  centiun  cost  and  fee  restric¬ 
tions  on  contracts  for  architect-engineer 
services  are  not  applicable. 


§  9—3.406-1  Time  and  materials  con¬ 
tract. 

Particular  care  should  be  taken  to 
apply  material  handling  cost,  if  any.  to 
the  direct  material  cost  and  to  exclude 
material  handling  costs  from  the  over¬ 
head  rate  applied  to  direct  labor.  Al¬ 
though  this  type  of  contract  provides  for 
payment  of  a  fixed  price  on  a  unit  of 
time  basis,  it  is  evident  that  the  total 
amount  of  profit  xmder  the  contract  is 
increased  proportionately  as  the  number 
of  hours  worked  is  increased.  Therefore, 
it  is  desirable  to  limit  the  number  of 
hours  to  which  the  rate  including  profit 
will  be  applicable  and  to  reimburse  the 
contractor  at  a  rate  which  does  not  in¬ 
clude  profit  for  all  hours  worked  in  ex¬ 
cess  of  such  hmit. 

§  9—3.408  Letter  contract. 

Letter  contracts  shall  contain  a  provi¬ 
sion  obligating  the  parties  to  enter  into 
a  definitive  contract  within  a  specified 
time  (preferably  within  120  days)  or, 
upon  failure  to  do  so,  the  (jtovemment’s 
obligation  shall  be  limited  to  reimburse¬ 
ment  of  the  contract’s  costs  incurred 
under  the  terms  of  the  letter  contract 
through  the  termination  date. 

Subpart  9—3.6 — Small  Purchases 
§  9—3.600  Scope  of  subpart. 

The  policies  and  procedures  for  the 
purchase  of  supplies  and  nonpersonal 
services  from  commercial  sources  when 
the  aggregate  amoimt  involved  in  any 
one  transaction  does  not  exceed  $2,500 
shall  be  those  prescribed  in  FPR  Sub¬ 
part  1-3.6.  They  are  applicable  only  to 
AEC  direct  procmement. 

§  9—3.603—2  Data  to  support  small  pur¬ 
chases. 

The  manner  of  securing  quotations 
and  the  nature  and  extent  of  documen¬ 
tation  to  be  required  for  small  purchases 
are  for  determination  by  Heads  of  Divi¬ 
sions  and  Offices,  Headquarters,  and 
Managers  of  Field  Offices,  but  should  be 
limited  to  a  minimum  consistent  with 
the  objective  of  reducing  the  cost  of 
handling  small  purchases.  Normally, 
confirmation  of  purchase  orders  issued 
after  the  material  has  been  received 
should  not  be  required  unless  such  con¬ 
firmation  is  requested  by  the  supplier. 
Documentation  can  be  accomplish^  by 
the  purchaser  and  receiver  endorsing 
the  invoice. 

§  9—3.604  [Reserved] 

§  9-3.605—1  Standard  Form  44. 

The  use  of  Standard  Form  44  is 
optional  within  the  AEC.  Contracting 
and  procurement  officers  shall  be  held 
accoimtable  for  books  of  Standard  Form 
44  issued  to  them.  Heads  of  Divisions 
and  Offices,  Headquarters,  and  Manag¬ 
ers  of  Field  Offices  shall  issue  detailed 
instructions,  consistent  with  the  provi¬ 
sions  in  Standard  Form  44  and  FPR 
1-3.606-1,  providing  for  accoimtability 
and  safegtiarding  of  the  forms  when 


used.  Contracting  and  procurement  offi¬ 
cers,  when  using  this  form,  will  obtain 
any  necessary  obligation  of  fimds  and 
will  limit  procurement  actions  to  items 
not  otherwise  restricted  by  law  or 
regulation. 

§  9—3.605—2  Standard  Forms  147  and 

148. 

The  use  of  Standard  Forms  147  and 
148  is  optional  within  the  AEC.  When  in 
the  judgment  of  the  Director,  Division  of 
Headquarters  Services,  or  Managers  of 
Field  Offices  the  use  of  the  forms  wUl 
simplify  the  procurement  process,  they 
may  authorize  the  use  of  the  forms. 

Subpart  9— 3.8— Price  Negotiation 
Policies  and  Techniques 

§  9—3.800  Scope. 

(a)  This  subpart  implements  and  sup¬ 
plements  the  price  negotiation  policies 
and  techniques  set  forth  in  FPR  Sub¬ 
part  1-3.8. 

(b)  The  policies  and  requirements  for 
cost-type  contractor  procurement  with 
respect  to  price  negotiation  policies  and 
techniques  covered  by  PPR  1-3.801 
through  .804  and  .808  are  set  forth  in 
Part  9-59  and  §§9-3.808-50  and  -51. 
These  AECPR  provisions  are  consistent 
with  the  referenced  PPR  provisions  and 
shall  be  applied  to  cost-type  contractor 
procurement  in  lieu  of  such  FPR  provi¬ 
sions. 

(c)  The  PPR  provisions  in  1-3.800, 
.805,  .806,  .807,  and  .809  through  .814  con¬ 
tain  requirements  which  apply  to  cost- 
type  contractor  procurement.  These  pro¬ 
visions,  and  the  corresponding  AECTPR’s, 
apply  to  cost-type  contractor  procure¬ 
ment.  For  AEC  contracts  covered  by  §  9- 
3.807-3,  the  requirements  of  that  section 
and  of  §  9-3.814-50  shall  be  followed  in 
lieu  of  PPR  1-3.807-3  (a)  and  1-3.814. 

§  9—3.801  Basic  policy. 

(a)  Procurement  by  negotiation  is  lesa 
automatic  and  does  not  have  the  rigid 
limitation  of  formal  advertising  bid  and 
award  procedure;  it  reqmres,  to  a  greater 
extent  than  formal  advertising,  the  ex¬ 
ercise  of  sound  business  judgment  and 
increases  the  responsibility  of  the  con¬ 
tracting  officer  for  properly  protecting  the 
interests  of  the  Government. 

(b)  The  use  of  negotiation,  as-  a 
method  of  procurement,  does  not  relax 
the  requirements  for  competition.  Access 
authorizations  shall  not  be  a  limiting 
factor  in  obtaining  full  and  free  competi¬ 
tion  except  where  time  will  not  permit 
securing  additional  clearances.  If  access 
to  classified  information  is  required 
either  (1)  to  submit  proposals  in  response 
to  AEC  requests  for  such  proix)sals,  (2) 
to  respond  to  requests  by  AEC  for  ex¬ 
pressions  of  interest,  (3)  to  inspect  fa-, 
duties  in  connection  with  subparagraph 
(1)  or  (2)  of  this  paragraph,  or  (4)  to 
attend  preproi)oeal  or  information  con¬ 
ferences  in  connection  with  subpara¬ 
graph  (1)  or  (2)  of  this  paragraph,  a 
reasonable  number  of  access  authoriza¬ 
tions  will  be  furnished  without  charge. 
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(c)  Renegotiation,  as  distinguished 
from  original  negotiation  or  price  rede¬ 
termination  of  a  contract,  is  a  statutory 
method  for  the  elimination  of  excessive 
profits  arising  from  contracts  executed 
by  certain  designated  agencies  of  the 
United  States,  and  related  subcontracts 
in  connection  with  the  national  defense. 
Statutory  renegotiation  contemplates  a 
review  of  all  renegotiable  income  on  the 
basis  of  the  contractor’s  entire  fiscal  year 
rather  than  on  a  contract-by-oontract 
basis.  Thus,  losses  on  some  renegoUable 
contracts  and  subcontracts  are  offset 
against  profits  on  other  renegotiable 
business  in  arriving  at  net  income  sub¬ 
ject  to  renegotiation.  The  existence  of 
statutory  renegotiation  does  not  lessen 
the  Importance  of  negotiating  contracts 
at  fair  prices.  Renegotiation  is  not  a  sub¬ 
stitute  for  careful  pricing  of  a  contract. 

§  9—3.802  Preparation  for  negotiation. 

The  contracting  officer  or  his  designee 
shall  have  sole  responsibility  for  dis¬ 
seminating  any  additional  information 
with  respect  to  or  clarification  of  re¬ 
quests  for  proposals.  Such  information 
or  clarification  shall  be  in  writing,  usu¬ 
ally  in  the  form  of  an  amendment  to  the 
request  for  proposals  and  shall  be  fur¬ 
nished  to  all  concerns  to  whom  the  origi¬ 
nal  request  was  sent.  Administrative  and 
technical  personnel  shall  not  furnish  any 
information  to  prospective  contractors 
regarding  any  proposed  procurement  ex¬ 
cept  through  the  contracting  officer  or 
his  designee. 

§  9—3.804  Conduct  of  negotiations. 

(a)  Contracting  officers,  to  the  extent 
considered  practicable,  should  coordinate 
negotiations  with  other  AEC  offices, 
which  are  negotiating  or  have  negotiated 
recently  with  the  same  contractor  at 
either  the  prime  or  subcontract  level. 
Pacts  thus  developed  with  respect  to 
costs,  technical  know-how  and  other  in¬ 
formation  can  be  of  material  value  in 
consideration  of  the  proposed  transac¬ 
tion. 

(b)  Preliminary  information  as  to 
prior  contract  actions,  if  any,  and  AEC 
offices  involved  can  generally  be  obtained 
from  Headquarters.  Inquiries  in  this  re¬ 
gard  should  be  addressed  to  the  Direc¬ 
tor,  Division  of  Contracts,  Atomic  Energy 
Commission,  Washington,  D.C.  20545. 

§  9—3.805  Selection  of  offerors  for  nego¬ 
tiation  and  award. 

As  indicated  In  PPR  1-3.805-1,  the  pro¬ 
cedures  set  forth  in  imragraphs  (a) ,  (b) , 

(c) ,  and  (d)  of  PPR  1-3.805-1  may  not 
be  applicable  in  certain  cases.  See  Part 
9-56  for  specific  instructions  to  be  fol¬ 
lowed  for  selection  of  contractors  by 
board  process. 

§  9—3.805—50  Negotiation  of  architect- 
engineer  and  cost-plus-a-fixed-fee 
contracts. 

(a)  Exchange  of  information.  Prior 
to  entering  into  negotiations  for  a 
CPPP  contract  or  a  Itunp-sum  con¬ 
tract  for  architect-engineer  services, 
essential  information  should  be  ex¬ 
changed  between  the  AEC  and  the 
contractor.  The  contractor  should  be 
given  an  opportunity  to  acquaint  him¬ 


self,  if  he  has  not  already  done  so 
during  the  selection  process,  with  the 
details  of  the  proposed  project,  includ¬ 
ing  the  following  to  the  extent  possible: 
location,  type  of  construction,  numbers 
and  classes  of  structures,  functional  pur¬ 
pose  of  structures,  extent  and  character 
of  services  Involved,  time  allowed  for 
design  and  construction,  and  the  esti¬ 
mate  of  cost  of  the  project.  He  should 
also  be  given  an  opportimity  to  review 
the  form  of  contract,  to  learn  the  security - 
requirements  imder  which  he  will  be 
operating,  and  to  familiarize  himself  with 
the  practices  and  procedures  followed  by 
the  AEC  in  administering  contracts.  Any 
AEC  contract  forms  to  be  used  by  the 
contractor  should  be  furnished  to  him. 
The  AEC’s  policy  and  practices  on  wage 
and  salary  administration  should  also  be 
explained.  In  turn,  the  contractor  should 
furnish  Information  to  the  AEC’s  repre¬ 
sentatives  as  to  the  organization  to  be 
used  on  the  work;  present  and  proposed 
salaries  and  other  items  necessary  for 
the  preparation  of  the  personnel  appen¬ 
dix  to  the  contract;  information  as  to 
contractor-owned  construction  plant  to 
be  utilized  on  the  work,  showing  its  pur¬ 
chase  price  and  present  value;  work  to 
be  subrontracted;  work  to  be  performed 
in  the  central  or  branch  offices  (if  any) ; 
and  other  similar  information  in  order 
that  the  contract  may  be  properly  pre¬ 
pared  and  administered.  If  a  discussion 
between  the  AEC  and  a  prospective  con¬ 
tractor  involves  classified  information, 
care  shall  be  taken  to  assure  that  the 
contractor’s  representatives  have  appro¬ 
priate  security  clearances. 

(b)  Conclusion  of  negotiations.  Nego¬ 
tiations  relative  to  contract  and  fee  shall 
be  concluded  as  early  as  possible.  When 
the  information  required  by  paragraph 
(a)  of  this  section  has  been  obtained, 
reviewed,  and  revised  to  the  extent 
necessary,  and  mutually  acceptable 
terms  of  contract,  estimate  of  cost,  and 
estimate  of  time  of  performance  have 
been  agreed  to,  the  fixed  fee  should  be 
negotiated.  Except  as  indicated  in 
§  9-3. 408(b),  negotiations  relative  to  the 
fee  shall  be  successfully  concluded  prior 
to  making  commitment  on  final  selection. 
A  complete  record  shall  be  maintained  of 
all  matters  agreed  to  during  negotia¬ 
tions.  Should  it  be  evident  in  the  course 
of  negotiations  that  no  hope  exists  for  a 
meeting  of  the  minds  within  the  pre¬ 
viously  determined  maximum  allowable 
(ceiling)  fee,  then  consideration  should 
be  given  to  terminating  negotiations  and 
entering  into  a  similar  action  with  the 
next  best  qualified  contractor.  On  con¬ 
clusion  of  tJie  forgoing  steps,  the  formal 
contract  should  be  prepared  and  exe¬ 
cuted  by  the  parties,  subject  to  the  lim¬ 
itations  in  delegated  authority  and  AEC 
requirements  for  Headquarters  consid¬ 
eration  of  contract  actions. 

§  9—3.807—1  [Reserved] 

§  9—3.807—3  Requirements  for  cost  or 
pricing  data. 

(a)  The  requirements  of  FPR  1-3.807- 
3(a)  need  not  be  applied  to  cost-type 
operating  contracts;  onsite  service  con¬ 
tracts  of  a  continuing  nature;  (^ost  and 
cost-sharing  contracts  under  which  the 
contractor  receives  no  fee;  contracts 


with  educational  institutions;  or  archi- 
tect-engineer  contracts  where  lump-sum 
or  CPFP  fees  are  based  on  estimates  of 
constructicoi  costs.  They  are  applicable 
when  the  architect-engineer  fee  is  based 
on  the  estimated  cost  of  the  architect- 
engineer’s  services. 

(b)  Managers  of  Field  Offices  shall 
take  the  necessary  steps  to  assure  Sub¬ 
part  9-3.8  and  FPR  Subpart  1-3.8  are 
followed  with  respect  to  procurements 
under  (1)  cost  and  cost-sharing  con¬ 
tracts  under  which  the  contractor  re¬ 
ceives  no  fee,  cost-type  contracts  with 
educational  institutions,  and  cost-type 
architect-engineer  and  construction 
contracts,  where  the  estimated  cost  of 
procurement  activities  under  such  con¬ 
tracts  exceeds  $100,000  annually;  and  (2) 
to  cost-type  operating  contracts  and  on¬ 
site  service  contracts  of  a  continuing 
nature.  Contracts  subject  to  this  para¬ 
graph  shall  include  paragraph  (a)  (or 
equivalent  language)  and  paragraph  (b) 
of  the  “Contractor  procurement’’  clause 
in  §  9-7.5006-29  with  respect  to  the  con¬ 
tractor’s  obligation  for  requiring  sub¬ 
contractors  to  furnish  cost  or  pricing 
data,  and  for  Including  the  article  in 
§  9-3.814-50  in  subcontracts  as  required 
by  that  AECPR. 

§  9—3.807—11  Overhead  rate  considera¬ 
tions. 

Part  9-15  shall  be  applied  in  overhead 
rate  considerations. 

§  9—3.807—12  Sole  source  items. 

See  §  9-3.807-54,  Price  warranties. 

§  9—3.807—52  Approvals  and  waiver. 

(a)  Managers  of  Field  Offices,  for  con¬ 
tracts  estimated  to  be  within  the  limits 
of  their  delegation  of  authority,  may, 
without  power  of  redelegation,  approve 
the  findings  required  by  FPR  1-3.807-1 
(b)(1)  (ii)(C)  and  1-3.807-3 (f )  (1). 

(b)  Managers  of  Field  Offices,  for  con¬ 
tracts  estimated  to  be  within  the  limits 
of  their  delegation  of  authority,  may, 
without  power  of  redelegation,  waive  the 
requirements  for  cost  or  pricing  data 
under  the  circumstances  set  forth  in 
FPR  1-3.807-6  and  1-3.807-3 (b)  pro¬ 
vided  that  any  such  waivers  are  prompt¬ 
ly  reported  to  the  Headquarters  Divlsiwi 
of  Contracts  for  its  information  and  co¬ 
ordination  with  the  Office  of  the  Con¬ 
troller  and  other  Headquarters  staff. 

§  9—3.807—53  Development  of  special 
items. 

If  a  negotiated  fixed- price  or  cost- type 
contract  or  subcontract  involves  the  de¬ 
velopment  of  special  items  and  may  rea¬ 
sonably  be  expected  to  lead  to  subsequent 
production  orders,  the  initial  contract  or 
subcontract  shall  include  a  provision 
whereby  the  vendor  agrees  to  accept, 
when  requested,  subsequent  production 
orders  under  either  a  cost-plus-a-flxed- 
fee  contract  or  subcontract  with  AEC 
cost-reimbursement  principles  and  fee 
limitations  or  a  fixed-price  contract  pro¬ 
viding  for  price  redetermination.  In  addi¬ 
tion,  the  initial  contract  or  subcontract 
shall  include  a  provision  whereby  the 
Commission  or  its  authorized  representa¬ 
tives  shall  have  access  to  and  the  right  to 
examine  any  directly  pertinent  booM, 
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documents,  papers,  and  records  related 
to  the  contract  or  subcontract  for  the 
purpose  of  determining  actual  cost  ex- 
^rience  under  the  initial  contract  or 

subcontract. 

§  9-3.807-54  Price  warrant  ies. 


a  fair  and  reasonable  profit  or  fee  is  a 
matter  of  sound  business  Judgment. 

§  9—3.808—51  Limitation  on  profits  and 
fees. 

(a)  Pee  negotiation  for  cost-plus-a- 
fixed-fee  contracts  and  lump-sum  archi- 


(a)  Price  warranty  provisions,  such  as  tect-engineer  contracts  shall  be  based 
“best  user,”  “most  favored  customer,”  or  upon  the  scope  and  character  of  the  work 
similar  provisions,  should  not  be  used  to  be  performed  by  the  contractor,  shall 
when  the  contracting  officer  can  satisfy  be  fair  and  reasonable,  and  shall  not  ex- 
lilniself  through  the  normal  process  of  ceed  amounts  prescribed  by  law  or  direc- 
competition  or  cost  and  price  analysis  tion  of  the  General  Manager. 

that  a  proposed  contract  price  is  rea-  (b)  Fixed  fees  for  cost-type  contracts 
sonable.  Such  price  warranty  provisions  for  community  management  and  for 
ijhftii  not  be  used  as  a  substitute  for  6b-  transportation  system  operation  have 
lP<ning  adequate  competition  or  for  per-  been  subject  to  statutory  limitations  con¬ 
forming  price  or  cost  analysis.  Ordinarily,  tained  in  past  appropriation  acts.  The 
the  most  likely  circiunstences  where  it  maximum  fees  for  contracts  in  these 
would  be  in  the  Commission’s  interest  to  categories  in  future  fiscal  years  shall 
require  price  warranties  would  be  similar  ^  conform  to  the  applicable  statutory 
to  those  currently  set  forth  In  FPR  limitations. 

1-3.807-12,  Sole-source  items.  (c)  xhe  profit  included  In  hourly  rates 

(b)  Where  price  warranties  are  used,  for  time  and  material  contracts  should 

an  appropriate  price  warranty  provision  be  held  to  a  reasonable  level.  Except  as 
should  be  Included  in  the  terms  and  con-  provided  in  FPR  1-3.406-1  (d) ,  no  profit 
ditions  of  the  contract.  Additionally,  the  shall  be  allowed  on  materials.  Time  and 
contract  should  include  the  following  material  contracts  providing  for  a  profit 
clause  with  respect  to  the  Conunission’s  in  excess  of  10  percent  of  the  estimated 
right  to  examine  the  record  of  the  cost  exclusive  of  material  cost  shall  be 
contractor:  ‘  submitted  to  Managers  of  Field  Offices 


The  oontracUng  officer  or  his  authorized  concerned  for  approval.  These  limitations 
representative  shall  have  the  right  to  examine  are  consistent  with  the  normal  risk  at- 
the  records  of  the  contractor  as  necessary  tached  to  this  method  of  contracting, 
to  assure  that  the  prices  charged  the  Gov-  „  _  _  „ 

emment  for  the  items  under  this  contract  §  9-3.809  Contract  audit  as  a  pricing 
do  not  exceed  those  charged  by  the  con-  aid. 


tractor  to  any  other  customer  purchasing  the 
same  Items  in  like  or  comparable  quantities. 

§  9-3.808  Pricing  techniques. 


The  waiver  of  preaward  audit  review 
provided  for  in  FPR  1-3.809  may  be  made 
only  by  the  Manager  of  the  Field  Office. 


§  9-3.808-50  Negotiating  profit  and 
fees. 

(a)  There  are  no  precise  or  conclusive 
rules  for  determining  the  amount  of 
profit  or  fixed  fee  allowable.  Cost  alone 
is  not  a  true  measure  in  the  determina¬ 
tion  of  a  reasonable  profit  or  fixed  fee. 
Generally,  profit  or  fixed  fee  is  strongly 
Infiuenc^  by  the  amount  nf  risk  in¬ 
volved.  Determination  of  a  fair  and  rea¬ 
sonable  profit  or  fee,  however,  is  a  matter 
of  judgment,  based  on  consideration  of 
all  factors  which  affect  performance  of 
the  contract.  Among  these  factors  for 
furnishing  supplies  or  services  are  (1) 


§  9—3.814—2  Audit  and  records. 

The  clause  in  §  9-7.5006-1  shall  be  used 
for  the  types  of  contracts  listed  in  FPR 
1-3 .8 14-2  (c). 

§  9—3.814—30  Subcontractor  cost  or 
pricing  data  clause. 

(a)  The  following  clause  shall  be  in¬ 
serted  in  all  subcontracts  under  the 
prime  contracts  referred  to  in  §  9-3.807-3 
(b),  where  such  subcontracts  are  over 
$100,000,  and  in  all  modifications  over 
$100,000  to  such  subcontracts  even 
though  the  original  amount  of  the  sub¬ 
contract  is  $100,000  or  less: 


log  or  market  prices  of  (XMnmerclal  Items  sold 
in  substantial  quantities  to  the  general  pub¬ 
lic,  or  the  prices  are  set  by  law  or  regulation; 
and  the  subcontractor  states  in  writing  the 
basis  for  applying  this  exception. 

(4)  In  submitting  the  cost  or  pricing  data, 
the  sub-subcontractor  shall  use  the  form  of 
certificate  set  forth  in  paragraph  (b)  below 
and  shall  certify  that  the  data  are  accurate, 
complete,  and  current.  Such  certificate  and 
data  (actual  or  Identified,  as  provided  In  the 
certificate  prescribed  below)  shall  be  sub¬ 
mitted  by  sub-subcontractors  to  the  next 
higher-tier  sub-subcontractor,  or  the  subcon¬ 
tractor,  as  applicable,  for  retention. 

(b)  The  certificates  required  by  this  clause 
shall  be  In  the  form  set  forth  below. 

SUBCONXR actor’s  CERTIFICATE  OF  CURRENT 
Cost  or  Pricing  Data 


This  Is  to  certify  that,  to  the  best  of  my 
knowledge  and  belief,  cost  or  pricing  data' 
submitted  In  writing,  or  specifically  identi¬ 
fied  In  writing  If  actual  submission  of  the 
data  Is  Impracticable  (see  FPR  1-3.807-3 (h) 
(2) ,  to  the  prime  contractor  in  support  of 
- -  are  accurate,  com¬ 
plete,  and  current  as  of _ • 

(Date) 

Firm _ 


Name 


Title 


(Date  of  execution) 

(c)  For  purposes  of  verifying  that  certified 
cost  or  pricing  data  submitted  In  conjunction 
with  the  negotiation  of  this  subcontract  or 
any  subcontract  change  or  other  modifica¬ 
tion  involving  an  amount  in  excess  of 
$100,000  were  accurate,  complete,  and  cur¬ 
rent,  the  Commission  or  any  of  Its  authorized 
representatives  shall,  until  the  expiration  of 
3  years  from  the  date  of  final  payment  under 
this  subcontract,  have  the  right  to  examine 
those  books,  records,  documents,  papers,  and 
other  supporting  data  which  Involve  trans¬ 
actions  related  to  this  subcontract  or  which 
will  permit  adequate  evaluation  of  the  cost 
or  pricing  data  submitted,  along  with  the 
computations  and  projections  used  therein. 

(d)  Whenever  the  price  of  any  change  or 
other  modification  to  this  subcontract  Is 
expected  to  exceed  $100,000,  the  subcontrac¬ 
tor  agrees  to  furnish  the  Contractor  certified 
cost  or  pricing  data,  using  the  certificate  set 
forth  In  paragraph  (b)  above,  unless  the 
price  Is  based  on  adequate  price  competition, 
established  catalog  or  market  prices  of  com¬ 
mercial  items  sold  in  substantial  quantities 
to  the  general  public,  or  prices  set  by  law 
or  regulation. 

(e)  The  requirement  for  submission  of 
certified  cost  or  pricing  data  with  respect  to 


the  degree  of  skill  required;  (2)  the 
length  of  contract  performance;  (3)  the 
reliability,  competence,  and  cooperation 
of  the  contractor;  (4)  the  extent  to 
which  the  contractor  will  benefit  as  a 
result  of  experience  gained  in  the  per¬ 
formance  of  the  contract;  (5)  the  degree 
of  close  pricing;  (6)  the  amount  of  con¬ 
tractor  capital  to  be  employed;  (7)  the 
extent  to  which  facilities  or  financial 
assistance  are  to  be  furnished  by  the 
Government;  (8)  complexity  of  the  sup¬ 
plies  or  services  to  be  furnished  and  the' 
extent  of  subcontracting;  (9)  current 
market  conditions  affecting  contract 
costs;  and  (10)  the  amount  of.  profit 
which  the  contractor  normally  earns  on 
similar  items  or  services. 


Certified  Cost  or  Pricing  Data 

(a)  (1)  The  subcontractor  shall  require 
under  the  situations  described  in  (2)  below, 
unless  exempted  under  the  exceptions  set 
forth  In  (3)  below,  each  sub-subcontractor 
imder  this  subcontract  to  submit  cost  or 
pricing  data  and  to  certify  that,  to  the  best 
of  his  knowledge  and  belief,  such  cost  or 
pricing  data  are  accurate,  complete,  and 
current. 

(2)  Except  as  provided  in  (3)  below,  certi¬ 
fied  cost  or  pricing  data  shall  be  submitted 
prior  to  (1)  the  award  of  each  sub-subcon¬ 
tract,  the  price  of  which  is  expected  to  exceed 
$100,000,  and  (11)  the  negotiation  of  the  price 
of  each  change  or  modification  to  a  sub¬ 
subcontract  under  this  subcontract  for  which 
the  price  adjustment  is  expected  to  exceed 
$100,000. 


any  change  or  other  modification  does  not 
apply  to  any  sub-subcontract  change  or  other 
modification,  at  any  tier,  where  the  subcon¬ 
tract  is  firm  fixed -price  or  fixed-price  with 

'For  definition  of  “cost  or  pricing  data,” 
see  FPR  1-3.807-3. 

'Describe  the  proposal,  quotation,  request 
for  price  adjustments,  or  other  submission 
Involved,  giving  appropriate  Identifying  num¬ 
ber  (e.g.,  RFP  No _ ) . 

'  This  date  shall  be  the  date  when  the  price 
negotiations  were  concluded  and  the  sub¬ 
contract  price  was  agreed  to.  The  responsi¬ 
bility  of  the  subcontractor  is  not  limited  by 
the  personal  knowledge  of  the  subcontrac¬ 
tor's  negotiator  if  the  subcontractor  had  in¬ 
formation  reasonably  available  (see  FPR 
1-3.807-6  (a) )  at  the  time  of  agreement, 
showing  that  the  negotiated  price  is  not 


(b)  Profit  or  fee  allowances  shall  be 
determined  separately  for  each  contract. 
“Across-the-board”  agreements  with 
contractors  as  to  rates  of  profits  or  fees 
shall  not  be  made.  The  determination  of 


(3)  Ortified  cost  or  pricing  data  need  not 
be  furnished  pursuant  to  this  paragraph  (a) 
where  (i)  the  subcontractor  has  not  been 
required  to  furnish  cost  or  pricing  data;  or 
(U)  the  price  or  price  adjustment  Is  based  on 
adequate  price  competition,  established  cate- 


based  on  accurate,  complete,  and  current 
data. 

*  This  date  should  be  as  close  as  practicable 
to  the  date  when  the  price  negotiations  were 
concluded  and  the  subcontract  price  was 
agreed  upon. 
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escalation  unless  such  change  or  other  modi-  Si 
flcatlon  results  from  a  change  or  other  modi- 
flcation  to  the  subcontract,  nor  does  It  apply  ^ 
to  a  sub -subcontract  change  or  modification.  . 
at  any  tier,  where  the  subcontract  Is  not  firm 
fixed-price  or  fixed-price  with  escalation,  \m- 
less  the  price  for  such  change  or  other  modi-  n 
flcatlon  becomes  reimb\irsable  under  the  a 
subcontract.  ^ 

(f)  The  subcontractor  agrees  to  Insert 

paragraph  (c)  without  change  ■  and  the  sub-  tl 
stance  of  paragraphs  (a),  (b),  (d),  (e),  and  p 
(f)  of  this  clause  In  each  sub-subcontract 
hereunder  In  excess  of  $100,000  and  In  each 
sub-subcontract  of  $100,000  or  less  at  the  P 
time  of  making  a  change  or  other  modlflca-  g 
tion  thereto  in  excess  of  $100,000.  ^ 

(g)  If  the  prime  contractor  determines 
that  any  price.  Including  profit  or  fee,  nego¬ 
tiated  In  connection  with  this  subcontract  or 
any  cost  reimbursable  under  this  subcontract 
was  Increased  by  any  significant  sums  be¬ 
cause  the  subcontractor,  or  any  sub-subcon-  g 
tractor  pursuant  to  this  clause  or  any  sub-  g 
subcontract  clause  herein  required,  fiir- 
nished  Incomplete  or  Inaccurate  cost  or 
pricing  data  or  data  not  current  as  certified 

In  the  subcontractor’s  certificate  of  current  ^ 
cost  or  pricing  data,  then  such  price  or  cost 
shall  be  reduced  accordingly  and  the  contract 
shall  be  modified  In  writing  to  refiect  such 
reduction.  ^ 

(h)  Failure  of  the  contractor  and  the  sub-  ^ 

contractor  to  agree  on  any  of  the  matters  ^ 

In  paragraph  (g)  above  shall  be  a  dispute  ^ 

concerning  a  question  of  fact  within  the 
meaning  of  the  disputes  clause  of  this  sub¬ 
contract.  ^ 

Note:  Since  the  subcontract  Is  subject  to 
reduction  under  this  clause  by  reason  of  de¬ 
fective  cost  or  pricing  data  submitted  In 
connection  with  certain  sub-subcontracts,  it  ’ 
Is  expected  that  the  subcontractor  may  wish 
to  Include  a  clause  in  each  such  sub-subcon-  ^ 
tract  requiring  the  sub-subcontractor  to 
appropriately  indemnify  the  subcontractor. 

It  Is  also  expected  that  any  sub-subcon¬ 
tractor  subject  to  such  Indemnification  will 
generally  require  substantially  similar  In¬ 
demnification  for  defective  cost  or  pricing 
data  required  to  be  submitted  by  his  lower- 
tier  sub-subcontractors. 

'  (b)  This  clause  may  also  be  used  for 

subcontracts  of  $100,000  or  less  for  which 
a  certificate  of  cost  or  pricing  data  is 
obtained  In  accordance  with  PPR 
1-3.807-3 (g) ;  and,  if  so  used,  the  $100,000 
cunount  stated  in  the  clause  should  be 
appropriately  modified. 

I  Subpart  9—3.9 — Subcontracting 
Policies  and  Procedures 
§  9—3.901  General. 

(a)  AEG  policies  and  requirements  for 
review  and  approval  of  cost-tjrpe  con¬ 
tractor  procurement  are  set  forth  or  are 
listed  in  Part  9-59.  The  policies  and  re¬ 
quirements  of  that  part  are  consistent 
with  PPR  1-3.902  and  1-3.903  and  shall 
be  applied  in  the  review  and  approval 
of  cost-t3q)e  contractor  procurement  sys¬ 
tems  and  subcontracts  for  supplies  and 
services  in  lieu  of  such  FPR’s,  except  that 
1-3.902,  “Make-or-buy”  programs,  ap¬ 
plies  where  the  contract  clause  in 
1-3.902-3  is  incorporated  in  the  prime 
contract. 

(b)  Pursuant  to  section  602(d)  (13)  of 
the  Federal  Property  and  Administrative 

®  The  words  “subcontractor”  and  “sub-sub¬ 
contractor"  may,  however,  be  changed  to 
describe  the  contractual  relationship  In 
lower-tier  subcontracts. 


Services  Act  of  1949,  as  amended,  the 
limitations  in  section  304(b)  of  that  Act 
concerning  advance  notification  of  cost- 
plus-a-fixed-fee  subcontracts  (provided 
such  subcontracts  do  not  exceed  an  esti¬ 
mated  cost  of  $500)  and  fixed-price  sub¬ 
contracts  over  $25,000  or  5  per  centum  of 
the  total  estimated  cost  of  the  prime  con¬ 
tracts  are  not  applicable,  provided  the 
prime  contractor’s  procurement  methods 
and  system  have  been  reviewed  and  ap¬ 
proved  in  accordance  with  Part  9-59.  See 
Subpart  9-51.2  for  policy  on  subcontracts 
which  require  prior  approval  by  AEG. 

PART  9-4— SPECIAL  TYPES  AND 
METHODS  OF  PROCUREMENT 

Sec. 

9-4.000  Scope  of  part. 

Subpart  9— 4.6^Liv«stock  Products 


Subpart  9— 4.50— Indemnification  of  AEC 
Contractors 

9-4.5000  Scope  of  eubpart. 

9-4.5001  Applicability. 

9-4.5002  Definitions. 

9-4.5003  Statutory  Indemnity  —  section 

170d  of  the  Atomic  Energy  Act 

of  1954,  as  amended. 

9-4.5004  Authority  of  Managers  of  Field 
Offices  to  negotiate  statutory 
Indemnity  agreements. 

9-4.5005  Substantial  nuclear  Incident. 

9-4.5006  Statutory  Indemnity  contract 

article. 

9-4.5007  Contractual  assurance. 

9-4.5008  “Representation”  for  use  In  sub¬ 

contracts  and  purchase  orders 
of  prime  contractor  holding 
statutory  indemnity  agree¬ 
ment. 

9-4.5009  Pees. 

9-4.5010  Financial  protection  require¬ 

ments. 

9-4.5011  General  contract  authority  In¬ 

demnity. 

Subpart  9—4.51 — Research  Agreements  and 
Contracts  With  Educational  Institutions 


9-4.5109-1  Purpoee  of  reports. 

9-4.5109-2  Summary — 200  words. 

9-4.5109-3  Progress  reports. 

9-4.5109-4  Technical  reports. 

9-4.5100-5  Special  reports. 

9-4.5100-6  Final  report. 

9-4.5109-7  Equipment  report. 

9-4.5109-8  Summary  and  distribution  of  re. 
ports. 

9-4.51 10  Dissemination  of  results. 
9-4.5110-1  Prompt  dissemination. 
9-4.5110-2  PubUcatlon. 

9-4.5111  Extension  of  contracts. 
9-4.5111-1  Renewal  proposals. 

9-4.5111-2  Evaluation  of  requests  for  re* 
newals. 

9-4.511 1-3  Authorization  to  renew. 

9-4.5112  Administration. 

9-4.5112-1  ResponslblUties  of  AEC  Head. 

qviarters  Program  Divisions. 
9-4.5112-2  ResponslbUlties  of  AEC  Pldd 
Offices. 

9-4.5112-3  Payments  under  special  research 
sui^rt  agreements. 

9-4.5112-4  Payments  under  cost- type  ccm- 
tracts. 

9-4.5112-5  AEC  approval  of  deviations  In 
performance  and  other  speci¬ 
fied  actions. 

9-4.5112-6  Auditing. 

9-4.5112-7  Security. 

9-4.5112-8  Patents. 

Subpart  9—4.52 — Unsolicited  Proposals  for  Rs- 
search  and  Development  Contracts  Submitted 
by  Individuals  and  Commercial  and  Nol-fer- 
Profit  Organizations  Other  Than  Educational 
Institutions 


9-4.5007 

9-4.5008 


9-4.5009 

9-4.5010 


9-4.5201 

9-4.5202 

9-4.5203 


Definitions. 

Policy. 

Procedure. 


9-4.5100  Scope  of  subpart. 

9-4.5101  Definitions. 

9-4.5102  General. 

9-4.5103  Research  program  objectives. 
9-4.5104  COTitract  objectives. 

9-4.5105  Submission  of  research  pro¬ 
posals. 

9-4.5106  Selection,  preparation,  and  award 
of  research  contracts. 

9-4.5106-1  General. 

9-4.5106-2  Responsibilities. 

9-4.5106-3  Review  of  research  proposals. 
9-4.5106-3a  Compensation  for  personal  serv¬ 
ices  of  professional  staff. 
9-4.5106-4  Notice  of  selection  or  rejection. 
9-4.5106-5  Selection  of  AEC  Field  Office. 
0-4.5106-6  Information  to  be  furnished  to 
Managers  of  AEC  Field  Offices. 
9—4.5106-7  Changes  in  scope  and  level. 
9-4.5106-8  Notification  of  contract  execu¬ 
tion. 

9-4.5107  Standard  contract  forms. 
9-4.5107-1  General. 

9-4.5107-2  Special  research  support  agree¬ 
ments. 

9-4.5107-3  Cost-type  contract. 

9-4.5108  Ownership  of  property. 

9-4.5109  Reporting  requirements. 


Subpart  9—4.53 — Resolution  of  Measurement  Dif¬ 
ferences  Concerning  Source  and  Special  Nucleor 
Material  Transfers 

9-4.5300  Source  and  special  nuclear  ma¬ 

terial  transfers. 

9-4.5301  Contract,  lease  or  agreement. 

Subpart  9— 4.54— Contracts  and  Subcontracts 
Utilizing  Uranium  Enriched  in  the  Isotope  U”* 

9-4.5400  Scope  of  subpart. 

9-4.5401  Use  of  lease  agreement. 

9-4.5402  Contract  article  covering  urani¬ 

um  enriched  In  the  Isotc^ 
TP“. 

9-4.5403  Invitations  for  bids  and  requests 

for  proposals. 

9-4.5404  Contracts ,  and  subcontracts  for 

fabrication,  conversion,  and 
scrap  recovery. 

Subpart  9—4.55 — Multiyear  Procurement 


9-4.5108 

9-4.5109 


9-4.5500  Scope  of  subpart. 

9-4.5501  Policy. 

9-4.5502  Criteria  lor  use  In  multiyear 
procurement. 

9-4.5503  Exceptions. 

9-4.5604  Procedure  to  be  followed  In  mul¬ 
tiyear  procurements. 

9-4.5505  Special  clauses  for  use  in  multi¬ 
year  contracts. 

Authoetty:  The  provisions  of  this  Part 
9-4  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of 
1949,  as  amended,  63  Stat.  390,  40  U.S.C.  488. 

§  9—4.000  Scope  of  part. 

This  part  implements  and  supplements 
the  policies  and  procedures  set  forth  In 
PPR  Part  1-4. 
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Subpart  9-4.6 — Livestock  Products 
g  9-4.601  General. 

The  requirements  of  FPR  Subpart 
M.6  apply  to  cost-t3rpe  contractor 

procurement. 

Subpart  9-4.50 — Indemnification  of 
AEG  Contractors 

§  9-4.5000  Scope  of  subpart. 

This  subpart  describes  the  established 
policies  of  the  Atomic  Energy  Commis¬ 
sion  concerning  (a)  indemnification  of 
AEC  contractors  against  public  liability 
for  a  nuclear  incident  arising  out  of  or 
in  connection  with  the  contract  activity 
and  (b)  indemnification  of  AEC  con¬ 
tractors  against  liability  for  nonnuclear 
risks  arising  out  of  or  in  connection  with 
the  contract  activity. 

§  9-4.5001  Applicability. 

(a)  With  respect  to  indemnification 
against  public  liability  for  a  nuclear  inci¬ 
dent  the  pertinent  policies  and  proce¬ 
dures  set  forth  in  this  subpart  shall  be 
applicable  in  entering  into  indemnity 
agreements  with: 

(1)  AEC  contractors  engaged  in  the 
operation  of  production  or  utilization 
facilities, 

(2)  AEC  contractors  whose  work  en¬ 
tails  the  risk  of  public  liability  for  a 
substantial  nuclear  incident. 

(b)  With  respect  to  indemnification 
against  liability  for  nonnuclear  risks,  the 
pertinent  policies  and  procedures  set 
forth  in  this  subpart  shall  be  applicable 
in  entering  into  indemnity  agreements 
with  any  AEC  contractors. 

§9—4.5002  Definitions. 

(a)  The  term  “AEC  contractor”  means 
any  AEC  prime  contractor,  including  any 
agency  of  the  Federal  Government  with 
which  AEC  has  entered  into  an  inter¬ 
agency  agreement. 

(b)  The  term  “construction  contrac¬ 
tor”  means  an  AEC  contractor  who  is 
constructing  an  installation  for  AEC 
which,  when  completed,  will  be  a  pro¬ 
duction  or  utilization  facility. 

(c)  The  term  “nuclear  incident”  means 
(1)  any  occurrence  within  the  United 
States  causing,  within  or  outside  the 
United  States,  bodily  injury,  sickness, 
disease,  or  death,  or  loss  of  or  damage  to 
property,  or  loss  of  use  of  property,  aris¬ 
ing  out  of  or  resulting  from  the  radio¬ 
active,  toxic,  explosive,  or  other  hazard¬ 
ous  properties  of  source,  special  nuclear, 
or  byproduct  material,  and  (2)  any  such 
occurrence  outside  the  United  States  if 
such  occurrence  involves  a  facility  or  de¬ 
vice  owned  by,  and  used  by  or  under 
contract  with,  the  United  States. 

(d)  The  term  “person  indemnified’* 
means  (1)  with  respect  to  a  nuclear  inci¬ 
dent  occurring  within  the  United  States, 
the  person  with  whom  an  indemnity 
agreement  is  executed  and  any  other 
person  who  may  be  liable  for  public  lia¬ 
bility;  or  (2)  with  respect  to  any  nuclear 
incident  occurring  outside  the  United 
States,  the  person  with  whom  an  indem¬ 
nity  agreement  is  executed  and  any  other 
pe^n  who  may  be  liable  for  public  lia¬ 
bility  by  reason  of  his  activities  under 


any  contract  with  the  Commission  or  any 
project  to  which  indemnification  imder 
the  provisions  of  section  170d.  of  the 
Atomic  Energy  Act  of  1954,  as  amended, 
has  been  extended  or  under  any  subcon¬ 
tract,  purchase  order  or  other  agre^ent, 
of  any  tier,  under  any  such  contract  or 
project. 

(e)  The  term  “production  facility” 
means: 

(1)  Any  nuclear  reactor  designed  or 
used  primarily  for  the  formation  of  plu¬ 
tonium  or  uranium  233;  or 

(2)  Any  facility  designed  or  used  for 
the  separation  of  the  isotopes  of  uranium 
or  the  isotopes  of  plutonium,  except  lab¬ 
oratory  scale  facilities  designed  or  used 
for  experimental  or  analytical  purposes 
only;  or 

(3)  Any  facility  designed  or  used  for 
the  processing  of  irradiated  materials 
containing  special  nuclear  material,  ex¬ 
cept  Itiboratory  scale  facilities  designed 
or  used  for  experimental  or  analytical 
purposes  only. 

(f)  The  term  “public  liability”  means 
any  legal  liability  (including  liability  for 
loss  of,  or  damage  to,  or  loss  of  use  of 
property  which  is  located  at  the  site  of 
and  used  in  connection  with  the  contract 
activity)  arising  out  of  or  resulting  from 
a  nuclear  incident,  except:  (1)  Claims 
under  State  or  Federal  workmen’s  com¬ 
pensation  acts  of  employees  of  persons 
indemnified  who  are  employed  at  the  site 
of  and  in  connection  with  the  activity 
where  the  nuclear  incident  occurs  and 
(2)  claims  arising  out  of  an  act  of  war. 
“Public  liability”  also  includes  damage 
to  property  of  persons  indemnified:  Pro¬ 
vided,  That  such  property  is  covered 
under  the  terms  of  any  financial  protec¬ 
tion  that  may  be  required,  except  prop¬ 
erty  which  is  located  at  the  site  of  and 
used  in  connection  with  the  activity 
where  the  nuclear  incident  occurs. 

(g)  The  term  “substantial  nuclear  in¬ 
cident” — see  §  9-4.5005. 

(h)  The  term  “utilization  facility” 
means  any  nuclear  reactor  other  than 
one  designed  or  used  primarily  for  the 
foiTtnation  of  plutonium  or  U-". 

(i)  The  term  “nuclear  reactor”  means 
an  apparatus,  other  than  an  atomic 
weapon,  designed  or  used  to  sustain  nu¬ 
clear  fission  in  a  self-supporting  chain 
reaction. 

§  9—4.5003  .Statutory  indemnity  —  sec¬ 
tion  170d  of  the  Atomic  Energy  .Act 
of  1954,  as  amended. 

Section  170d  of  the  Atomic  Energy  Act 
of  1954,  as  amended,  authorizes  the  AEC 
“to  enter  into  agreements  of  indemnifi¬ 
cation  with  its  contractors  for  the  con¬ 
struction  or  operation  of  production  or 
utilization  facilities  or  other  activities 
under  contracts  for  the  benefit  of  the 
United  States  involving  activities  under 
the  risk  of  public  liability  for  a  substan¬ 
tial  nuclear  incident.”  Contractors  iden¬ 
tified  in  §  9-4.5001  (a)  are  eligible  for 
such  statutory  indemnity. 

§  9—4.5004  Authority  of  Managers  of 
Field  Offices  to  negotiate  statutory 
indemnity  agreements. 

(a)  Managers  of  Field  Offices  are  au¬ 
thorized  to  negotiate  statutory  indemnity 


agreements  with  contractors  identified 
In  §  9-4.5001  (a)(1). 

(b)  Pursuant  to  S  9-4.5005,  Managers 
of  Field  Offices  are  authorize  to  enter 
into  a  statutory  indemnity  agreement 
whenever  it  has  been  determined  that  a 
contractor  in  subparagraph  (2)  of 
§  9-4.5001  (a)  is  engaged  in  activities  in¬ 
volving  the  risk  of  public  liability  for  a 
substantial  nuclear  incident.  Such  a  de¬ 
termination  may  be  based  upon  either 
the  risk  of  liability  for  the  occurrence  of 
a  substantial  nuclear  incident  in  the 
course  of  performance  of  the  contract 
work  or  the  risk  of  liability  for  a  substan¬ 
tial  nuclear  incident  caused  by  a  product 
delivered  to  or  for  AEC  under  the  con¬ 
tract  where  such  product  is  expected  to 
be  used  in  connection  with  a  facility  or 
device  not  covered  by  a  statutory  indem¬ 
nity  agreement.  If,  pursuant  to 
§  9-4.5005,  a  Manager  of  a  Field  Office 
determines  that  the  maximum  conceiv¬ 
able  damage  which  could  result  from  a 
nuclear  incident  arising  in  the  course 
of  a  contractor’s  activities  falls  between 
1  million  dollars  and  60  million  dollars, 
he  shall  submit  the  proposed  indemnifi¬ 
cation  with  a  recommendation,  and  all 
supporting  data,  to  the  Assistant  General 
Manager  for  Operations  .^or  appropriate 
action. 

§  9— 4. .5005  Suli!itantial  nuclear  incident. 

With  respect  to  subparagraph  (2)  of 
§  9-4.5001  (a),  and  pursuant  to  the  pro¬ 
visions  of  §  9-4.5004,  a  Manager  of  a 
Field  Office  may  be  required  to  determine 
whether  a  contractor’s  activities  involve 
the  risk  of  public  liability  for  a  substan¬ 
tial  nuclear  incident  and  thus  make  the 
contractor  eligible  to  obtain  a  statutory 
indemnity  agreement  from  the  AEC.  The 
determination  by  a  Manager  of  a  Field 
Office  shall  be  based  on  the  following 
criteria: 

If,  after  a  study  of  the  maximum  con¬ 
ceivable  damage  which  can  result  from  an 
Incident  arising  out  of  or  In  connection  with 
the  contractor's  activities,  the  Manager  of 
a  Field  Office  concludes  that  the  maximum 
conceivable  damage  per  Incident  to  property 
and  persons  is  $60  million  or  more,  then  the 
contractor  may  be  found  to  be  under  risk  of 
public  liability  for  a  substantial  nuclear 
Incident  and  the  Manager  of-a  Field  Office 
is  authorized  to  execute  a  statutory  Indem¬ 
nity  agreement  under  such  a  contract.  If 
such  a  study  of  the  maximum  conceivable 
damage  indicates  a  figure  of  $1  million  or 
less,  the  contractor  should  not  be  considered 
to  have  a  risk  of  public  liability  for  a  sub¬ 
stantial  nuclear  incident  and,  therefore, 
should  not  be  made  a  party  to  a  statutory 
Indemnity  agreement.  If  the  study  Indicates 
that  the  maximum  conceivable  damage  falls 
between  $1  million  and  $60  million,  the 
Manager  of  a  Field  Office  will  submit  the 
proposed  Indemnification  of  such  contractor 
to  the  Assistant  General  Manager  for  Opera¬ 
tions  with  a  recommendation  and  all  sup¬ 
porting  data. 

The  Assistant  General  Manager  for  Oper¬ 
ations,  on  such  a  recommendation,  may  take 
one  of  the  following  actions: 

(a)  Determine  that  the  contractor  is  under 
risk  of  public  liability  for  a  substantial  nu¬ 
clear  incident  and  that  the  contractor 
should  be  extended  a  statutory  indemnity 
agreement. 

(b)  Determine  that  the  contractor  should 
not  be  extended  a  statutory  Indemnity.  In 
this  case  the  Assistant  General  Manager  for 
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Operations  may  authorize  the  Manager  of  a 
Field  Office  to  authorize  the  contractor  to 
purchase  nuclear  liability  Insurance  or  to 
offer  the  contractor  a  general  authority  In¬ 
demnity  agreement. 

§  9—4.5006  Statutory  indemnity  contract 
article. 

The  contract  article  contained  in  §  9- 
7.5004-24  shall  be  incorporated  in  all 
contracts  in  which  a  statutory  indemnity 
agreement  is  to  be  included  upon  a  de¬ 
termination  that  the  contractor  is  imder 
risk  of  public  liability  for  the  occurrence 
of  a  substantial  nuclear  incident  in  the 
course  of  performance  of  the  contract 
work.  The  contract  article  contained  in 
§  9-7.5004-25  shall  be  incorporated  in  all 
contracts  in  which  a  statutory  indemnity 
agreement  is  to  be  included  upon  a  de¬ 
termination  that  the  contractor  is  under 
risk  of  public  liability  only  for  a  sub¬ 
stantial  nuclear  incident  caused  by  a 
product  delivered  to  or  for  AEC  imder 
the  contract  where  such  product  is  ex¬ 
pected  to  be  used  in  connection  with  a 
facility  or  device  not  covered  by  a  statu¬ 
tory  indemnity  agreement. 

§  9—4.5007  Contraclual  assurance. 

Managers  of  Field  Offices  are  author¬ 
ized  to  include  in  all  contracts  for: 

(a)  Architect-engineer  services  in  con¬ 
nection  with  the  construction  of  a  pro¬ 
duction  or  utilization  facility; 

(b)  The  supply  of  component  parts 
(including  construction  contracts  where 
the  work  does  not  entail  the  risk  of  oc¬ 
currence  of  a  substantial  nuclear  inci¬ 
dent)  for  a  production  or  utilization 
facility;  and 

(c)  The  supply  of  equipment  or  serv¬ 
ices  which  would  be  a  part  of,  or  con¬ 
tribute  to,  or  be  used  In  connection  with 
the  construction  or  operation  of  a  pro¬ 
duction  or  utilization  facility,  assurances 
that  the  AEC  will  enter  into  a  statutory 
indemnity  agreement  with  the  contrac¬ 
tor  who  will  <H>erate  a  facility  on  Its 
completion.  Assurances  will  be  given, 
however,  only  to  those  contractors  and 
suppliers  who  might  be  held  liable  in 
connection  with  a  substantial  nuclear 
Incident  occurring  after  amipletion  of 
the  facility.  The  form  of  contractual  as¬ 
surance  which  shall  be  utilized  is 
contained  in  S  9-7.5004-26. 

§  9—4.5008  “Represenlalion”  for  use  in 
I  subcontracts  and  purchase  orders  of 

[  prime  contractor  holding  statutory 

I  indemnity  agreement. 

‘  An  AEC  contrswrtor  with  whom  a  stat¬ 
utory  Indenmlty  agreement  has  been 
executed  in  the  form  contained  in 
§  9-7.5004-24  may  include  in  any  of  its 
subcontracts  and  purchase  orders  a  rep¬ 
resentation  that  the  work  under  the 
prime  contract  is  covered  by  a  statutory 
indemnity  agreement  with  the  AEXl  and 
that  this  indemnity  covers  all  persons 
who  may  be  liable  for  public  liability  for 
any  nuclear  incident  arising  out  of  or  in 
connection  with  the  activity  under  the 
prime  contract.  A  suggest^  form  of 
“representation”  follows: 

The  Contractor  represents  that  there  Is 
Included  in  Its  prime  contract  with  the 
Commission  an  indemnity  agreement,  en¬ 


tered  into  by  the  Commission  under  the  au¬ 
thority  of  Section  170  of  the  Atomic  Enra’gy 
Act  of  1954,  as  amended  by  Public  Low 
85-256  (the  "Frice-Andereon  Act”),  a  copy 
of  which  may  be  obtained  from  the  Con¬ 
tractor  (la  attached  hereto] ;  that,  under  said 
agreement,  the  Commission  has  agreed  to 
Indemnify  the  Contractor  and  other  persons 
indemnified,  including  the  subcontractor, 
against  claims  for  pubUc  liability  (as  defined 
in  said  Act)  arising  out  of  or  in  connection 
with  the  contractiml  activity;  that  the  in¬ 
demnity  applies  to  covered  nuclear  incidents 
which  (1)  take  place  at  a  “contract  location” 
(which  term,  as  defined  in  the  indemnity 
agreement,  does  not  Include  the  location  of 
the  subcontractor’s  plant  and  facilities) ;  or 
(11)  arise  out  of  or  in  the  course  of  trans¬ 
portation  of  source,  special  nuclear  or  by¬ 
product  material  to  or  from  a  “contract 
location”;  or  (111)  Involve  items  produced  or 
delivered  under  the  prime  contract.  The 
obligation  of  the  Commission  to  Indemnify 
Is  subject  to  the  conditions  stated  in  the 
Indemnity  agreement. 

The  AEC  will  not  approve  the  inclusion, 
in  the  subcontracts  and  purchase  orders 
of  an  indemnified  prime  contractor,  of 
any  provision  whereby  the  prime  con¬ 
tractor  indemnifies  the  subcontractor  or 
supplier  against  public  liability  for  a 
nuclear  incident  since  any  such  liability 
will  be  covered  by  the  statutory  indem¬ 
nity  agreement  of  the  prime  contractor. 

§  9—4.5009  Fees. 

No  fee  will  be  charged  an  AEC 
contractor  for  a  statutory  indemnity 
agreement. 

§  9—4.5010  Financial  protection  require* 
ments. 

(a)  AEC  contractors  with  whom 
statutory  indemnity  agreements  under 
the  authority  of  section  170d  of  the  Act 
are  executed  will  not  normally  be  re¬ 
quired  or  permitted  to  furnish  financial 
protection  by  purchase  of  insurance  to 
cover  public  liability  for  nuclear  inci¬ 
dents,  except  (1)  that  AEC  contractors 
now  covered  by  insurance  against  such 
liability,  with  the  approval  of  the  AEC 
may  continue  to  carry  such  insurance, 
and  (2)  with  the  approval  of  the  Con¬ 
troller,  contractors  engaged  in  the 
operation  of  AEC  facilities  may  be  re¬ 
quired  or  permitted  to  furnish  financial 
protection  in  an  amoimt  not  to  exceed 
$1  million. 

(b)  If  nuclear  liability  insurance  is 
carried  by  a  contractor  who  is  an  AEC 
licensee,  the  AEC  will  pay  an  equitable 
portion  of  the  insurance  premium  imder 
its  contract  (or  would  include  such  an 
item  in  the  calculation  of  a  fixed  price) , 
but '  normally  a  statutory  indemnity 
agreement  would  not  be  granted  under 
the  contract. 

§  9—4.5011  General  contract  authority 
indemnity. 

(a)  The  AEC  has  general  contract 
authority  to  enter  into  indemnity  agree¬ 
ments  with  its  contractors.  Under  such 
authority  a  certain  measure  of  protec¬ 
tion  is  extended  to  the  AEC  contractor 
against  risk  of  liability,  but  the  assump¬ 
tion  of  liability  by  the  AEC  will  be  ex¬ 
pressly  subject  to  the  availability  of  ap¬ 
propriated  funds.  Prior  to  enactment  of 
section  170  of  the  Atomic  Energy  Act  of 


1954,  as  amended,  this  authority 
exercised  in  a  number  of  AEC  contracts 
and  this  type  of  Indemnification  remain* 
in  some  AEC  contracts. 

(b)  It  is  the  policy  of  the  AEC,  subse¬ 
quent  to  the  enactment  of  secOon  170 
to  restrict  indemnity  agreements  with 
AEC  contractors,  with  respect  to  pro¬ 
tection  against  public  liability  for  * 
nuclear  incident,  to  the  statutory  in. 
demnity  provided  under  section  170" 
However,  it  is  recognized  that  circum.^ 
stances  may  exist  under  which  an  AEC 
contractor  may  be  exposed  to  a  ri*  of 
public  liability  for  a  nuclear  occurrence 
which  would  not  be  covered  by  the  statu- 
tory  indemnity. 

(c)  While  it  is  normally  AEC  poUcy  to 
require  its  contractors  to  obtain  insur¬ 
ance  coverage  against  public  liability  for 
nonnuclear  risks,  there  may  be  circum¬ 
stances  in  which  a  contractual  Indemnity 
may  be  warranted  to  protect  an  AEC 
contractor  against  liability  for  uninsured 
nonnuclear  risks. 

(d)  If  circumstances  as  mentioned  in 
paragraph  (b)  or  (c)  of  this  section  do 
arise.  It  shall  be  the  responsibility  of  the 
Manager  of  a  Field  Office  to  submit  to 
the  Assistant  General  Manager  for  Oper¬ 
ations  for  his  review  and  decision  all 
pertinent  information  concerning  the 
need  for  or  desirability  of  providing  a 
general  authority  indemnity  to  an  AEC 
contractor. 

(e)  Where  the  indemnified  risk  is  non¬ 
nuclear,  the  amount  of  general  authority 
Indemnity  extended  to  a  fixed-price  con¬ 
tractor  should  normally  have  a  maxi¬ 
mum  obligation  equivalent  to  the  amount 
of  insurance  that  the  contractor  usually 
carries  to  cover  such  risks  in  his  other 
commercial  operations  or,  if  the  risk  in¬ 
volved  is  dissimilar  to  those  normally 
encountered  by  the  contractor,  the 
amount  that  he  otherwise  would  have 
reasonably  procured  to  insure  this  con¬ 
tract  risk. 

(f)  In  the  event  that  an  AEC  con¬ 
tractor  has  been  extended  both  a  statu¬ 
tory  indemnity  and  a  general  authority 
Indemnity,  the  general  authority  in¬ 
demnity  will  not  apply  to  the  extent  that 
the  statutory  indemnity  applies. 

(g)  The  provisions  of  this  subsection 
do  not  restrict  or  affect  the  policy  of  the 
AEC  to  reimburse  its  cost-type  con¬ 
tractors  for  the  allowable  cost  of  losses 
and  expenses  incurred  In  the  perform¬ 
ance  of  the  contract  work,  within  the 
maximum  amount  of  the  contract  obli¬ 
gation.  See  8  §  9-7.5006-9,  9-7.5006-10, 
and  9-7.5006-12. 

Subpart  9--4.51 — Research  Agree¬ 
ments  and  Contracts  With  Educa¬ 
tional  Institutions 
§  9—4.5100  Scope  of  subpart. 

This  subpart  sets  forth  policies  and 
procedures  applicable  to  the  negotiation 
and  administration  of  Washington- 
designated  special  research  support 
agreements  and  cost-tjqje  contracts  for 
off-site  basic  research  with  educational 
Institutions.  To  the  extent  applicable, 
these  policies  and  procedures  should  also 
be  followed  for  Washington-designated 
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contracts  for  off-site  applied  research 
Sth  educational  institutions,  for  Field 
ofuce  wmtracts  for  off -site  research  with 
institutions,  for  basic  or  ap- 
^  research  with  other  “not-for- 
nroflt"  institutions,  and  for  educational 
ind  training  activities  with  educational 
or  other  “not-for-profit”  institutions. 
The  policy  of  AiJC  reimbiu-sing  only 
ABC’s  share  of  actual  costs  up  to  a  ceil¬ 
ing  should  be  refiected  in  all  AEC  con¬ 
tracts  with  educational  institutions. 

§9-4.5101  Definitions. 

(a)  The  term  “Washington-desig¬ 
nated  contract”  as  used  hereafter  in  this 
jubpart  means  a  special  research  sup¬ 
port  agreement  or  a  cost-type  contract 
whJdi  results  from  an  authorization  to 
an  AEC  Field  Office  from  an  AEC  Head- 
quwters  Division  or  Office  to  enter  into 
(S  continue  such  a  contract  on  the  basis 
of  an  approved  research  proposal. 

(b)  The  term  “contractor”  means  the 
educational  or  not-for-profit  institution 
which  enters  into  an  agreement  or  con¬ 
tract  with  the  Atomic  Energy  Commis¬ 
sion  for  the  performance  of  specified 
research. 

(c)  The  term  “research  proposal” 
means  a  request  by  an  institution  for 
AEC  support  of  a  research  project,  to¬ 
gether  with  a  detailed  description  of  the 
project  and  its  relationship  to  the  atomic 
energy  program,  and  detailed  informa¬ 
tion  as  to  background  and  experience  of 
principal  Investigators,  facilities,  and  en¬ 
vironment  of  the  Institution,  and  cost 
and  cost-sharing  arrangements,  if  any. 

§  9-4.5102  General. 

The  Atomic  Energy  Commission  by 
statute  is  permitted  to  participate  only 
In  programs  of  research  that  are  related 
to  atomic  energy. 

§  9-4.5103  Re^iearrh  program  olijee- 
lives. 

(a)  Under  section  31a  of  the  Atomic 
Energy  Act  of  1954,  the  AEC  is  directed 
to  exercise  its  powers  in  such  manner  as 
to  insure  the  continued  conduct  of  re¬ 
search  and  training  activities  and  to 
assist  in  the  acquisition  of  an  ever- 
expanding  fimd  of  theoretical  and  prac¬ 
tical  knowledge  in  the  following  fields: 

(1)  Nuclear  processes; 

(2)  The  theory  and  production  of 
atomic  energy,  including  processes,  ma¬ 
terials,  and  devices  related  to  such 
production; 

(3)  Utilization  of  special  nuclear  iha- 
terial  and  radioactive  material  for 
medical,  biological,  agricultural,  health, 
or  military  purposes; 

(4)  Utilization  of  special  nuclear  ma¬ 
terial,  atomic  energy,  radioactive 
material,  and  processes  for  other  pur¬ 
poses,  Including  industrial  uses,  the 
generation  of  usable  energy,  and  the 
demonstration  of  the  practical  value  of 
utilization  or  production  facilities  for  In¬ 
dustrial  or  commercial  purposes; 

(5)  The  protection  of  health  and  the 
prwnotion  of  safety  during  research  and 
production  activities. 


§  9-4.5104  Contract  objectives. 

(a)  Washington-designated  research 
contracts  are  entered  into  by  negotiation 
(as  distinguished  from  formal  advertis¬ 
ing)  under  the  authority  of  section  31c 
of  the  Atomic  Energy  Act  of  1954  and 
section  302(c)(5)  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of 
1949.  In  planning,  negotiating,  and  ad¬ 
ministering  such  contracts,  the  objec¬ 
tives  of  AEC  are  to: 

(1)  Assure  a  continuing  fiow  of  new 
knowledge  in  fields  related  to  the  re¬ 
sponsibilities  of  the  AEC; 

(2)  Respect  the  traditions  of  the  con¬ 
tracting  institution  and  encourage  the 
quest  for  new  knowledge  without  restric¬ 
tions  on  scientific  initiative,  to  the  extent 
compatible  with  the  laws  and  the  pro¬ 
tection  of  the  public  interest; 

(3)  Provide  reasonable  levels  of  sup¬ 
port  which  will  increase  the  national 
capability  in  nuclear  energy  fields  and 
enable  the  contracting  institution  to 
strengthen  its  research  programs  in 
areas  of  interest  to  AEC; 

(4)  Maintain  effective  contact  with  the 
scientific  community  so  that: 

(i)  Scientists  and  students  will  be  en¬ 
couraged  to  expand  their  interests  in 
fields  of  importance  to  the  AEC  program; 

(ii)  The  scientific  strength  of  the 
country  can  be  brought  to  bear  more 
effectively  on  AEC  problems; 

(iii)  The  AEC  ^11  be  continuously 
aware  of  developments  of  value  to  its 
activities  in  the  academic  communities; 
and 

(iv)  An  adequate  supply  of  suitably 
trained  scientists  will  be  available  for 
employment  within  the  atomic  energy 
program. 

(b)  The  contractor  is  responsible  for 
conducting  the  research  and  is  expected 
to  carry  out  the  project  or  projects  in  a 
manner  consistent  with  agreed-upon 
contract  objectives  and  requirements; 
these  include  the  obligation  to  comply 
with  applicable  laws  and  regulations,  in¬ 
cluding  the  AEC’s  regulatory  require¬ 
ments.  The  contractor  is  generally  ex¬ 
pected  to  follow  its  normal  business 
practices  and  to  utilize  its  existing  ac¬ 
counting  system. 

§  9—4.5105  Submiission  of  research  pro¬ 
posals. 

(a)  Proposals  for  AEC  assistance  are 
usually  initiated  by  scientists  interested 
in  doing  the  research.  In  some  cases, 
however,  the  AEC  may  request  investi¬ 
gators  to  undertake  research  of  particu¬ 
lar  interest  to  the  AEC.  Prior  to 
submitting  a  proposal,  the  Interested 
scientist  may  discuss  the  project  in¬ 
formally,  either  by  letter,  telephone,  or 
'  personal  visit  wdth  a  member  of  the  AEC 
Headquarters  Program  Division  that  has 
the  greatest  interest  in  the  work.  Also, 
following  an  informal  discussion,  a  for¬ 
mal  proposal  may  be  requested.  The  pro¬ 
posal  should  be  submitted  to  the  appro¬ 
priate  AEC  Headquarters  Program 
Division  and  should  indicate: 

(1)  Identity  and  backgroimd  of  the 
project; 


(2)  Objective  of  the  investigation; 

(3)  Approximate  types  and  niunber  of 
personnel  who  would  be  utilized,  and  an 
approximation  of  the  time  to  be  devoted 
to  the  project  work; 

(4)  Facilities,  equipment,  and  other 
wherewrlthal  to  be  used; 

(5)  Amoimt  of  money  sought  from 
AEC  which,  together  with  the  institu¬ 
tion’s  contributions  (if  any) .  would  en¬ 
able  the  work  to  be  performed;  and 

(6)  Whether  the  institution  wishes  to 
establish  stipulated  salary  support 
amounts  as  the  bases  for  charges  for 
personal  services  of  any  professorial  staff 
members  to  be  utilized  on  the  project. 
If  the  institution  wishes  to  establish 
such  stipulated  salary  sum^ort  amoimts, 
the  proposal  should  include  the  following 
Information  for  each  professorial  staff 
member  involved: 

•  (i)  Academic  year  salary; 

(ii)  Other  research  projects  or  pro¬ 
posals  for  which  salary  is  allocated;  and 

(iii)  Any  other  duties,  such  as  tub¬ 
ing  assignments,  administrative  assign¬ 
ments.  supervision  of  graduate  students, 
or  other  institutional  activities. 

(b)  Each  formal  proposal  shall  be 
prepared  in  the  manner  and  form  out¬ 
lined  in  the  “Guide  for  the  Submission 
of  Research  Proposals,”  copies  of  which 
may  be  obtained  from  the  U.S.  Atomic 
Energy  Commission,  Washington,  D.C. 
20545.  Preliminary  inquiries  regarding 
support  should  be  referi^  to  the  appro¬ 
priate  AEC  Headquarters  Division.  (See 
§  9-4.5101  (a) .) 

§  9—4.5106  Selection,  preparation,  and 
award  of  research  contracts. 

§  9-4.5106—1  General. 

In  order  to  maintain  a  comprehensive 
and  well-integrated  research  program, 
AEC  evaluation  of  research  proposals  and 
selection  of  educational  institutions  to 
conduct  scientific  research  is  centralized 
in  AEC  Headquarters.  However,  AEC 
Field  Offices  in  close  proximity  to  the 
contractor  are  assigned  responsibility  for 
handling  the  final  contract  arrange¬ 
ments  and  nontechnical  administration 
of  such  contracts. 

§  9—4.5106—2  Responsibilities. 

(a)  Headquarters  Program  Divisions. 
’The  AEC  Headquarters  Program  Divi¬ 
sions  Interested  in  the  particular  re¬ 
search  are  responsible  for  evaluating  the 
technical  aspects  of  proposals  and  the 
amount  of  requested  support.  Such  divi¬ 
sions  also  re^ew  the  prospective  con¬ 
tractor’s  cost  and  other  estimates  to 
determine  the  reasonableness,  the  pro¬ 
priety,  the  advisability  of  proceeding 
with  the  project,  as  proposed  or  as  the 
proposal  may  in  effect  be  amended.  Spe¬ 
cifically,  Directors  of  AEC  Headquarters 
Divisions  are  responsible  for: 

(1)  Selecting  and  approving  research 
proposals  and  determining  the  amoimt 
of  AEC  support; 

(2)  Reviewing  the  items  in  the  pro¬ 
posal  budget  or  itemized  account  of  the 
proposed  work,  and,  if  necessary,  the  as¬ 
sistance  of  the  appropriate  AEC  Field 
Office  may  be  requested; 
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(b)  Copies  of  correspondence  with  the 
-ggearch  institution  that  are  pertinent 

completion  of  the  contract  nego- 
Hfttion  or  that  have  some  specific  signifi- 
^ce  as  to  the  preliminary  review  or 
arrangements  made  with  the  institu¬ 
tion;  and 

(c)  An  authorizmg  directive  (gener¬ 

ally  Form  AEC-481,  “Contract  Author- 
l2ation”)  which:  , 

(1)  Authorizes  the  execution  of  a  spe¬ 
cific  type  of  contract  for  a  specified  term, 
with  AEC  support  limited  to  a  specified 
amount  or  a  specified  percentage  of  costs 
up  to  a  specified  Support  Ceiling: 

(2)  Summarizes  the  background  of 
the  proposal  and  any  pertinent  discus¬ 
sion  not  reflected  in  the  papers  attached 
to  the  memorandum: 

(3)  Indicates  the  extent  to  which  the 
scope  of  the  work  proposed  has  been 
approved: 

(4)  Indicates  the  principal  investiga¬ 
tor  and  other  necessary  details; 

(5)  Indicates  the  total  estimated  cost 
of  the  research  and  other  major  aspects 
of  the  contract,  by  reference  to  the  pro¬ 
posal  or  otherwise: 

(6)  Indicates  whether  title  to  prop¬ 
erty  to  be  acquired  imder  the  contract 
is  to  be  vested  In  the  AEC  or  the 
contractor; 

(7)  Indicates  whether  restricted  data 
Is  likely  to  be  used  or  developed  in  the 
course  of  the  work  and  such  classifica¬ 
tion  and  security  determination  as  may 
be  appropriate: 

(8)  Indicates  directions  for  special  re¬ 
ports,  if  any; 

(9)  Gives  such  additional  information 
as  may  assist  the  Field  Office  in  the 
finalization  of  the  contract;  and 

(10)  Designates  the  appropriate  or¬ 
ganizational  unit  of  AEC  Headquarters 
Program  Division  and  individual  that  will 
have  technical  cognizance  over  the  work 
under  the  contract, 

§  9-4.5106—7  Changes  in  -scope  and 
level. 

After  a  contract  has  been  authorized 
by  the  AEC  Headquarters  Program  Divi¬ 
sion,  and  prior  to  execution  of  a  contract, 
the  Field  Office  shall  not  approve  any 
significant  change  in  techiiical  scope, 
funding,  specified  result,  performance, 
principal  investigator,  or  other  major  as¬ 
pect  of  the  work  without  AEC  Headquar¬ 
ters  Program  Division  prior  approval. 

§  9-4.5106—8  Notification  of  contract 
execution. 

Promptly  after  execution  of  a  contract, 
the  appropriate  AEC  Headquarters  Pro¬ 
gram  Division  should  be  notified  of  such 
action. 

§  9-4.5107  Standard  contract  forms. 
§9-4.5107-1  General. 

Outlines  of  standard  contract  forms 
for  special  research  support  agreements 
and  cost-type  contracts  with  educational 
institutions,  for  research  performed  in 
facilities  owned  or  controlled  by  the  con¬ 
tractor  (as  (fistingtUshed  from  Grovem- 
nient-owned  or  Government-controlled 
facilities),  are  set  forth  in  §§  9-16.5002-8 
and  9-16.5002-9,  respectively.  It  Is  In¬ 


tended  to  provide  throujgh  these  docu¬ 
ments  a  vehicle  by  which  research  tasks 
can  be  accomplished  with  a  minimum  of 
administrative  effort.  It  is  therefore  im¬ 
portant  that  such  contracts  be  written  in 
such  a  maimer  as  to  assure  the  complete 
understanding  of  the  parties  as  to  the 
job  to  be  performed  and  the  financial  and 
administrative  details  connected  there¬ 
with.  Of  special  consideration  is  the  na¬ 
ture  of  research  contracting  in  contrast 
to  the  procurement  of  supplies  or  activi¬ 
ties  of  a  production  nature.  It  is  recog¬ 
nized  that  wide  research  latitude  in  the 
conduct  of  research  by  the  institutions 
is  generally  desirable  and  the  standard 
contract  forms  were  designed  to  permit 
such  latitude  in  the  overall  establishment 
of  the  rights  and  obligations  of  the 
parties. 

§  9—4.5107—2  Spefial  research  support 
agreements. 

(a)  The  special  research  support 
agreement  outlined  in  §  9-16.5002-8,  is 
generally  used  for  basic  research  with 
educational  institutions  when  the  an¬ 
nual  AEC  support  under  the  agreement 
does  not  exceed  $250,000.  It  provides  that 
AEC’s  monetary  obligation  will  be  a 
specified  amoimt,  which  is  referred  to  as 
the  Support  Ceiling,  or  a  lower  adjusted 
amoimt  (referred  to  as  the  Cumulative 
Support  Cost)  if  actual  costs  chargeable 
to  the  AEC  during  the  total  period  of  the 
contract  are  less  than  expected.  The 
ceiling  on  AEC’s  monetary  support  will 
be  determined  and  established  as  a  Sup¬ 
port  Ceiling  at  the  outset  of  the  initial 
contract  period,  generally  an  annual 
period:  the  initial  Support  Ceiling  will  be 
the  amount  of  AEC  support  made  avail¬ 
able  in  connection  with  the  initial  con¬ 
tract  period.  In  the  event  the  AEC  and 
the  Contractor  agree  to  extend  the  con¬ 
tract  for  an  additional  period  or  periods 
of  performance,  the  ceiling  on  AEC’s 
monetary  support  (Support  Ceiling) 
would  be  increased  to  reflect  any  in¬ 
creased  support  by  reason  of  the  ex¬ 
tended  period  or  periods.  The  costs 
chargeable  to  the  AEC  (Support  Cost) 
will  be  reported  for  each  pertinent  period 
of  the  contract  specified  in  Appendix  A 
(generally  an  annual  period)  in  ac¬ 
cordance  with  paragraphs  (b)  and  (c) 
of  this  section,  and  the  Support  Cost 
determined  for  each  such  contract  period 
will  be  accumulated  for  all  periods  of 
contract  performance,  as  will  the  Sup¬ 
port  Ceiling.  The  monetary  obligation  of 
the  AEC  to  the  Contractor  will  not  exceed 
the  Cumulative  Support  Cost  or  the  ac¬ 
cumulated  Support  Ceiling,  whichever  is 
less.  Upon  termination,  or  expiration  of 
the  total  period  of  performance,  the 
Contractor  will  refund  to  the  AEC,  or 
'  make  such  other  disposition  as  the  AEC 
may  direct,  any  funds  advanced  by  the 
AEC  to  the  Contractor  in  excess  of  the 
Cumulative  Support  Cost  incurred  under 
the  contract.  Payment  shall  be  made  in 
consideration  for  the  Contractor’s  per¬ 
formance  of  research  activities  described 
in  the  contract  and  in  accordance  with 
the  provisions  of  the  contract.  The 
Contractor  shall  have  the  right  to 
discontinue  performance  of  research 
under  the  contract,  upon  written  notice 


to  the  AEC,  at  any  time  when  or  after  the 
total  costs  chargeable  to  the  AEC  equal 
or  exceed  the  Support  Ceiling.  Certain 
deviations  in  performance  and  other  ac¬ 
tions  require  AEC  approval  as  stated  in 
S  9-4.5U2-5;  among  other  approval  re¬ 
quirements,  the  Contractor  must  obtain 
AEC’s  approval  to  incur  costs  for  items 
set  forth  in  Article  A-IKa),  during  the 
pertinent  contract  period  stated  in  Ap¬ 
pendix  A,  in  excess  of  110  percent  of  the 
total  estimated  cost  specified  in  Article 
A-m  for  the  specified  contract  period. 

In  those  cases  in  which  there  is  to  be 
proportionate  sharing  of  costs,  the  per¬ 
cent  of  the  cost  to  be  borne  by  the  AEC 
will  be  set  forth  in  Article  A-in  of  the 
contract  (see  par.  (c)  of  this  section) . 

(b)  ’The  Contractor  will  be  required  to 
furnish  a  certified  statement  (within  3 
.months  after  the  expiration  of  the  per¬ 
tinent  contract  period  set  forth  in  Ap¬ 
pendix  A — and  at  the  termination  or  ex¬ 
piration  of  the  contract)  signed  by  the 
principal  investigator  and  an  official  of 
the  institution  showing  the  Support  Cost 
(see  definition  of  “Support  Cost’’  in 
S  9-16.5002-8,  Article  B-XXVn)  of  the 
project  during  the  prior  contract  period. 
The  statement  should  follow  the  format 
of  Appendix  C  of  the  coritract  and  pro¬ 
vide  a  basis  for  comparison  with  the  ap¬ 
proved  budget  as  provided  in  Appendix 
A  of  the  contract. 

(c)  It  is  expected  that  in  many  cases 
the  Contractor  will  propose  to  contribute 
to  the  cost  of  the  research  work.  Such 
proposed  contribution  shall  be  set  forth 
in  Appendix  A  of  the  contract,  either  (1) 
as  items  under  (b)  or  (c)  of  Article  A-n 
which  will  be  contributed  solely  by  the 
Contractor  without  charge  to  the  AEC, 
or  (2)  as  a  proportionate  cost-sharing 
agreement  in  Article  A-IH  which  will 
provide  that  the  Contractor  will  charge 
AEC  only  a  specified  percentage  of  the 
actual  cost  incurred  for  items  under  (a) 
of  Article  A-II.  Proposed  Contractor 
contributions  should  ordinarily  be  listed 
under  (b)(1)  of  Article  A-n  when  (1) 
the  contribution  is  the  principal  investi¬ 
gator  or  other  senior  personnel  who  are 
likely  to  be  Involved  in  the  research  work 
to  the  same  extent  whether  their  cost 
is  included  in  or  excluded  from  propor¬ 
tionate  cost-sharing,  (2)  the  proposed 
contribution  to  the  work  is  being  paid  for 
by  a  third  party,  e.g.,  personnel  or  equip¬ 
ment  the  cost  of  which  is  being  reim¬ 
bursed  under  another  contract  or  grant 
from  public  or  private  sources,  and  (3) 
the  proposed  contribution  does  not  in¬ 
volve  any  cash  expenditure  by  the  Con¬ 
tractor.  Only  those  items,  the  cost  of 
which  are  to  be  charged  to  the  AEC  or 
proportionately  shared  by  the  parties, 
should  be  listed  under  Article  A-IKa). 
Proportionate  sharing  of  the  cost  of  items 
under  Article  A-IKa)  should  be  pro¬ 
vided  for  only  when  the  Contractor 
agrees  to  pay  a  specified  percentage  of 
the  cost  of  all  such  items,  and  when  such 
sharing  is  expected  to  be  of  financial 
benefit  to  the  AEC.  In  those  cases  in 
which  there  is  to  be  proportionate  cost¬ 
sharing,  the  Contractor  should  generally 
be  encouraged  to  continue  the  same 
sharing  ratio  throughout  the  life  of  the 
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contract  so  as  to  provide  for  ease  of 
administration  and  to  avoid  difficulties 
in  determining  proper  charges  to  the 
AEG.  When  the  contract  provides  for 
proportionate  cost-sharing,  it  should  be 
understood  that  the  AEG  will  pay  only 
the  specified  percentage  of  the  actual 
cost  of  items  imder  Article  A-II(a)  in¬ 
curred  during  the  pertinent  contract 
period  specified  in  Appendix  A,  up  to  a 
maximum  of  110  percent  of  the  esti¬ 
mated  Support  Gost  set  forth  in  Article 
A-ni  for  the  pertinent  contract  period 
imless  otherwise  specifically  approved  by 
the  AEG,  and  subject  to  the  Support 
Gelling  set  forth  in  Article  III. 

(d)  If  the  Gontractor  proposes  to  con¬ 
tribute  the  cost  of  the  principal  investi- 
gator(s)  on  the  project  and  requests  that 
the  contribution  be  excluded  from  A- 
11(b),  the  contributed  time  or  effort 
should  be  shown  in  A-IICc).  In  any 
event.  Article  A-I  should  include  a 
statement  regarding  the  approximate 
percentage  of  time  or  effort  that  the 
principal  investigator(s)  expects  to  de¬ 
vote  to  the  contract  work.  If  the  principal 
investigator (s)  is  included  imder  A- 
n(c),  the  Gontractor  would  not  be  re¬ 
quired  to  maintain  records  regarding  the 
amount  of  effort  contributed  by  the 
principal  investigator,  and  the  Gontrac¬ 
tor  would  not  be  required  to  certify  in 
accordance  with  Appendix  G  of  the  con¬ 
tract  regarding  the  amount  of  effort  con¬ 
tributed  by  the  principal  investigator. 
The  principal  investigator  may  be  in¬ 
cluded  in  Article  A-II(a)  for  purposes 
of  obtaining  AEG  reimbursement  of  his 
costs  during  the  summer  months,  and 
excluded  from  Article  A-II(a)  for  the 
academic  year  if  the  Gontractor  proposes 
to  contribute  the  costs  for  that  period. 
The  coijtract  generally  will  not  require 
the  Gontractor’s  commitment  that  any 
particular  amount  of  time  or  effort  by 
the -principal  investigator(s)  or  other 
personnel  will  be  devoted  to  the  work  im¬ 
der  the  contract.  In  the  event  a  proposed 
Gontractor  contribution  is  included  in 
Article  A-II(b)(l),  the  contract  should 
refiect  the  nature  and  extent  of  the  Gon¬ 
tractor’s  intent  to  contribute  the  item, 
and  the  Gontractor  shall  maintain  rec¬ 
ords  adequate  to  permit  the  AEG  to 
determine  the  extent  of  the  contribution. 
The  Gontractor  shall  certify,  in  accord¬ 
ance  with  Appendix  G  of  the  contract,  the 
extent  to  which  the  item  or  items  under 
Article  A-n(b)(l)  have  been  contrib¬ 
uted.  Government-owned  property  to  be 
procured,  fabricated,  or  furnished  under 
Article  V  or  Article  B-IX  of  the  contract 
and  other  Government-furnished  equip¬ 
ment,  supplies,  materials,  or  services 
should  be  excluded  from  Article  A-II(a) 
and  listed  under  Article  A-n(b)(2).  If 
items  of  Government-owned  equipment 
are  to  be  furnished  to  a  Gontractor  by 
the  Government,  with  title  to  be  vested 
in  the  Gontractor,  the  Gonsideration  ar¬ 
ticle  (Article  III)  should  be  modified  to 
provide  that  the  items  of  equipnient  are 
being  provided  in  consideration  of  the 
Gontractor  providing  a  specified  con¬ 
tribution  to  the  cost  of  the  work,  and 
the  specified  Gontractor’s  contribution 
should  be  listed  under  A-II(b)  (1) . 


(e)  If  the  special  research  support 
agreement  outlined  in  §  9-16.5002-8  is  to 
be  used  for  not-for-profit  organizations 
other  than  educational  institutions.  Arti¬ 
cle  B-XXVII,  Determination  of  Support 
Gost,  should  be  revised  to  provide  that 
the  ABG’s  commercial  cost  principles 
(Subpart  9-15.50)  will  be  used  in  deter¬ 
mining  actual  cost,  or  the  contract  pro¬ 
visions  may  be  revised  at  the  direction 
of  the  cognizant  AEG  Headquarters  Divi¬ 
sion  or  Office  to  provide  for  a  lump-sum 
payment  to  the  Gontractor  in  considera¬ 
tion  for  its  performance  of  particular  re¬ 
search  at  a  specified  level  of  effort.  The 
special  research  support  agreement  out¬ 
lined  in  §  9-16.5002^  may  also  be  used 
for  supporting  research  at  educational 
institutions  in  foreign  countries:  how¬ 
ever,  at  the  discretion  of  the  cognizant 
AEG  Headquarters  Division  of  Office  or 
Field  Office,  the  outline  of  §  9-16.5002-8 
may  be  revised  to  provide  for  a  lump-sum 
payment  to  the  foreign  institution  in  con¬ 
sideration  for  its  performance  of  particu¬ 
lar  research  at  a  specified  level  of  effort, 
and  to  limit  approval  requirements  to 
those  considered  consistent  with  the  na¬ 
ture  of  the  support  to  the  foreign  insti¬ 
tution.  All  such  agreements  with  foreign 
institutions  should  provide  that  any  un¬ 
used  AEG  funds  available  to  the  foreign 
institution  at  the  end  of  the  contract 
term  shall  be  used  in  a  renewal  period  of 
the  contract,  returned  to  the  AEG,  or 
otherwise  disposed  of,  in  accordance  with 
AEG  instructions. 

§  9—4.5107—3  Cosl-lype  coniracl. 

The  standard  cost-type  contract  for 
research  by  educational  institutions,  out¬ 
lined  in  §  9-16.5002-9,  is  generally  used 
when  the  annual  AEG  support  under  a 
contract  exceeds  $250,000,  or  when  the 
cost  of  the  project  cannot  be  estimated 
in  advance  with  reasonable  accuracy.  In 
many  cases  the  contractor  shares  in  the 
cost  of  the  work  conducted  under  the 
contract,  although  this  is  not  a  prerequi¬ 
site  for  AEG  support  (see  Article  HI  of 
I  9-16.5002-9) .  ’The  contract  provides  for 
reimbursement  to  the  contractor  of  al¬ 
lowable  costs  incurred,  within  a  specified 
ceiling,  for  performance  of  the  research 
in  accordance  with  the  provisions  of  the 
contract.  Allowable  costs  are  determined 
in  accordance  with  Bureau  of  the  Budget 
Gircular  A-21,  PPR  Subpart  1-15.3,  and 
§  9-15.103.  (For  cost-type  contracts  with 
not-for-profit  institutions  other  than  ed¬ 
ucational  institutions,  reimbursement  of 
costs  is  in  accordance  with  the  applicable 
AEG  commercial  cost  principles.)  Ger- 
tain  deviations  in  performance  and  other 
actions  under  the  contract  require  AEG 
approval  as  specified  in  the  contract. 
Such  approval  requirements  will  be  in 
accordance  w’ith  §  9-4.5112-5. 

§  9—4.5108  Ownership  of  property. 

(a)  Pursuant  to  Public  Law  85-934, 
title  to  equipment  purchased  or  fabri¬ 
cated  with  funds  provided  by  AEG  under 
contracts  for  the  conduct  of  basic  or 
applied  scientific  research  at  nonprofit 
institutions  of  higher  education  or  at 
nonprofit  organizations  whose  primary 
purpose  is  the  conduct  of  scientific  re¬ 


search  where  it  is  deemed  to  be  in  fm 
therance  of  the  objectives  of  AEG  may 
be  vested  in  the  contractor.  ’  ^ 

(b)  In  addition  to  the  authority  re 
ferred  to  in  paragraph  (a)  of  this  section 
title  to  items  of  equipment  and  other  per 
sonal  property  acquired  by  the  contra^J 
performing  research  may  also  be  vested 
in  the  contractor  as  part  of  the  contract 
arrangement,  when  considered  appro- 
priate  from  the  point  of  view  of  legsj 
considerations  and  the  best  interest  of 
the  Government. 

§  9-4.5109  Reporting  requirements. 

§  9-4.5109-1  Purpose  of  reports. 

Research  reports  from  contractors  are 
necessary  to  provide  AEG,  and,  where 
appropriate,  the  public,  with  a  record 
showing  the  progress  achieved  under 
projects  receiving  AEG  support.  In  many 
instances,  the  research  reports  are  of 
value  in  making  information  available 
to  scientists  working  on  closely  allied 
problems. 

§9—4.5109—2  Summary — 200  words. 

Immediately  after  a  contract  is  nego¬ 
tiated,  a  summary  of  approximately  200 
words  (SIE  form)  covering  the  purpose 
and  scope  of  the  project  should  be  sent 
by  the  contractor  to  the  appropriate  ABC 
Field  Office.  In  connection  with  each 
renewal  proposal,  the  200-word  summary 
should  be  revised  to  include  the  signifl- 
cant  results  and  conclusions  of  the  for¬ 
mer  years’  work  and  a  statement  of  the 
scope  and  objectives  of  the  following 
year. 

§  9—4.5109—3  Progress  reports. 

Progress  reports  should  briefly  describe 
the  scope  of  the  investigations  under¬ 
taken  and  the  significant  results  ob¬ 
tained.  ’They  should  also  explain  any  sig¬ 
nificant  differences  between  the  actual 
level  of  activity  (expressed  in  the  various 
categories  of  man  months,  facilities  pro¬ 
cured,  travel  performed,  etc.)  and  that 
contemplated  in  the  contract. 

§  9— 4..5109— 4  Technical  reports. 

Technical  reports  and  articles  prepared 
for  publication  during  the  period  covered 
should  be  listed  with  bibliographic  refer¬ 
ences.  Reprints  or  preprints  of  all  such 
material  should  be  appended  and  mate¬ 
rial  contained  in  them  need  not  be  du¬ 
plicated  in  the  report. 

§  9—4.5109—5  Special  reports. 

Special  reports  or  additional  progress, 
status,  or  topical  reports  may  be  re¬ 
quested  when  needed  by  the  appropriate 
AEG  Headquarters  Program  Division  or 
AEG  Field  Office  or  may  be  submitted  as 
deemed  necessary  by  the  contractor.  For 
example,  brief  status  reports  may  be  r^ 
quest^  when  developments  are  of  im¬ 
mediate  interest  or  when  a  significant 
point  in  the  investigation  has  beai 
reached. 

§  9—4.5109—6  Final  report. 

A  final  report  summarizing  the  entire 
investigation  shall  be  required  from  the 
contractor  upon  expiration  of  each  con¬ 
tract.  Satisfactory  completion  of  a  con¬ 
tract  will  be  contingent  upon  the  receipt 
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of  this  report.  The  final  report  should 
follow  the  outline  agreed  upon  for  prog¬ 
ress  reports  or,  when  a  project  has  ex¬ 
tended  over  a  long  period  of  time,  the 
final  report  may  refer  to  previously  sub- 
jnitfW  technical  reports  for  details  and 
niay  be  a  synopsis  of  the  entire  project. 
Manuscripts  prepared  for  publication 
should  be  appended. 

§  9-4.5109-7  Equipment  report. 

(a)  An  equipment  report  itemizing 
equipment  having  an  anticipated  service 
life  of  1  year  or  more  and  an  acquisition 
cost  in  excess  of  $100,  either  purchased 
or  fabricated,  when  title  to  such  equip¬ 
ment  is  vested  in  the  contractor,  shall  be 
furnished  by  the  contractor  immediately 
following  the  expiration  of  the  contract 
year,  in  accordance  with  Article  B-XXI 
of  the  special  research  support  agreement 
set  forth  in  §  9-16.5002-8  (omit  any  item 
covered  by  Article  V,  Clovemment  Prop¬ 
erty,  of  this  contract) ,  and  in  accordance 
with  the  requirements  of  Appendix  A-ni 


Dibtbibution  and  Schedule  or  Documents 


Type 

When  due 

Number 
of  copies 

Disposition  of  copies 

Remarks 

1.  Summary:  200  words  on 
scope  and  purpose 
(8.I.E.  Form). 

At  start  of  initial  con¬ 
tract  and  each 
renewal  period. 

4 

Field  office  (1);  appro¬ 
priate  UQ  Division 
(3). 

2.  Renewal  proposal . 

Not  later  than  3  months 
nor  earlier  than  6 
months  before 
contract  expires. 

6 

Field  office  (2);  appro¬ 
priate  HQ  Division 
(4). 

Bind  separately  from 
annuM  progress 
report. 

3.  Annual  progress  report.. 

With  renewal  proposal. . 

7 

Field  office  (2);  appro¬ 
priate  HQ  Division 
(4):  DTIE  (!).« 

Bind  separately  from 
renewal  proposal. 

4.  Other  progress  reports 
(brief  topical  reports, 
etc.). 

As  deemed  necessary  by 
investigator  or  as 
specifically  requested 
by  appropriate  UQ 
Division. 

J7 

. do . 

.  Desired  when  signif¬ 
icant  results  develop 
or  when  work  has 
direct  programmatic 
Impact. 

5.  Reprints . 

,  As  soon  as  available . 

* 

--  -do . 

-  Form  AEC-427  not 
required  with  DTIE 
copy. 

6.  Manuscripts  of  journal 
articles. 

Wlien  submitted  to 
journal. 

. do . 

7.  Manuscripts  of  oral 
presentations. 

Wlien  submitted  to 
conference. 

. do . 

Alistracts  will  suffice 
if  manuscript  not 
available. 

8.  Final  reiiort . . 

.  Wlien  contract  is 
completed. 

6 

Field  office  (2);  appro¬ 
priate  HQ  Division 
(2);  DTIE  (I):  > 

HQ  Patent  Br.  (1). 

of  the  cost-type  contract  set  forth  in  §  9- 
16.5002-9.  Where  the  cost  of  individual 
pieces  of  equipment  exceeds  $1,000,  they 
shall  be  listed  individually.  Where  indi¬ 
vidual  items  cost  between  $100  and  $1,000, 
they  shall  also  be  listed  individually  to 
the  extent  practicable,  or  grouped  in  gen¬ 
eral  categories,  such  as  “electronics 
equipment”  or  “six  motors,”  with  the 
total  dollar  amount  of  such  category.  The 
cost  of  purchased  items  shall  be  deter- 
oiined  by  the  actual  invoice  cost  of  such 
items,  but  the  cost  of  fabricated  items 
may  be  established  by  engineering  es- 


*  DTIE  copies  stiould  be  accompanied  by  one  copy  q(  1 
and  should  sent  to  the  contract  administrator  for  tram 
>  Or  as  requested. 

§  9—4.5110  Dissemination  of  results. 
§9—4.5110—1  Prompt  dissemination. 

Prompt  dissemination  of  research 
results  to  the  scientific  community  is  en¬ 
couraged.  Publication  in  open  literature 
is  recognized  as  the  normal  and  most 
desirable  means  for  reporting  the  finding 
of  unclassified  fundamental  research. 
Although  the  AEC  reserves  the  right  to 
utilize,  and  have  others  utilize,  to  the 


•rm  AEC-427  (except  as  noted  aJ)ove  (or  Item  6,  reprints) 
aittal  to  DTIE. 

research  has  been  supported,  in  whole  or 
in  part,  by  the  AEC.  A  patent  check  shall 
be  made  in  advance  of  release  to  the  pub¬ 
lic  of  any  material  prepared  for  publica¬ 
tion.  Generally,  however,  in  the  case  of 
most  basic  research  projects,  the  princi¬ 
pal  investigator  may  publish  without 
prior  AEC  approval,  unless  he  determines 
that  the  material  being  released  may  dis¬ 
close  an  invention.  (See  paragraph  (b) 
in  Appendix  B-III  of  §  9-16.5002-8  and 


timates. 


extent  it  deems  appropriate,  the  reports  Appendix  B-6  of  §  9-16.5002-9.) 


(b)  In  order  to  satisfy  the  require¬ 
ments  of  the  Grant  Act  (Public  Law 


resulting  from  research  contracts,  the 
AEC  will  attempt,  to  the  maximum  ex- 


§9—4.5111  Extension  of  rontrauts. 


85-934),  Managers  of  Field  Offices  shall 
forward  to  the  Director,  Division  of  Con¬ 
tracts,  not  later  than  March  15  of  each 
year,  the  original  and  one  copy  of  each 
equipment  report  referred  to  in  para¬ 
graph  (a)  of  this  section,  identtfying 
each  item  purchased  with  AEC  funds  and 
titled  in  the  contractor  under  the  Grant 
Act,  submitted  by  contractors  for  the 
preceding  calendar  year. 

§  9-4.5109—8  Summary  and  distribution 
of  reports. 

A  table  summarizing  the  various  types 
of  reports,  time  for  submission,  number 
of  copies  and  distribution  is  set  forth 
below.  The  distribution  and  schedule  of 
reports  shall  be  as  prescribed  in  this  ta¬ 
ble,  unless  the  authorizing  program  divi¬ 
sion  specifies  otherwise.  Frequently,  an 
annual  progress  report  and  a  200 -Word 
summary  are  sufficient  for  fundamental 
research,  but  additional  reporting  may 
be  required  in  many  cases.  These  reports 
are  prepared  by  the  contractor  and  sub¬ 
mitted  to  the  appropriate  AEC  Field  Of¬ 
fice  for  distribution.  The  AEC  Field  Of- ' 
flee  shall  transmit  these  reports  with  a 
covering  memorandum  indicating:  (a) 
The  other  AEC  offices  receiving  the  docu¬ 
ments.  (b)  the  name  of  the  contractor, 
and  (c)  the  contract  number.  Each  copy 
of  the  document  should  bear  the  con¬ 
tract  number. 


tent  reasonably  practicable  and  con¬ 
sistent  with  the  Government’s  best 
interest,  to  permit  the  institutions  and 
the  authors  to  effect  their  own  publica¬ 
tion  in  established  technical  journals. 
(See  Part  9-9  for  copyright  requirements 
which  must  be  observed.) 

§  9—4.5110—2  Publication. 

(a)  Contractors  are  urged  to  publish 
results  through  normal  publication  chan¬ 
nels.  As  a  further  inducement,  page 
charges  or  other  printing  assessments  for 
publishing  articles  in  recognized  scien¬ 
tific  journals  or  any  additional  costs  in- 
curr^  in  obtaining  a  limited  supply  of 
reprints  of  articles  will  be  considered  an 
appropriate  budget  item  under  contracts 
receiving  AEC  support  where: 

(1)  The  document  reports  work  sup¬ 
ported  by  the  Government; 

(2)  The  charges  are  levied  impar¬ 
tially  on  all  research  papers  published  by 
the  journal,  whether  by  non-Govem- 
ment  or  by  Government  authors; 

(3)  Payment  of  such  charges  is  in  no 
sense  a  condition  for  acceptance'  of 
manuscripts  by  the  journal; 

(4)  The  journals  involved  are  not 
operated  for  profit; 

(5)  The  author  does  not  receive  an 
emolument  for  the  research  paper. 

(b)  A  credit  line  should  be  included  in 
any  such  publication  to  indicate  that  the 


§  9—4.5111—1  Renewal  of  proposals. 

(a)  Where  additional  time,  beyond  the 
current  expiration  period,  is  required  to 
continue  or  complete  the  work,  the 
Contractor  should  submit  six  copies  of  a 
renewal  proposal  to  the  AEC  Field  Office 
that  has  administrative  jurisdiction  of 
the  existing  contract,  not  later  than  3 
months  nor  earlier  than  6  months  before 
the  date  of  expiration  of  the  contract. 

(b)  The  renewal  proposal  should  out¬ 
line  and  justify  a  proposed  program  and 
budget  for  the  succeeding  year,  showing 
in  detail  the  estimated  cost  of  the  proj¬ 
ect,  together  with  an  Indication  of  the 
items  for  which  the  Contractor  is  re¬ 
questing  AEC  reimbursement  or  pro¬ 
portionate  cost-sharing,  the  percentage 
of  any  such  costs  to  be  shared  1^  the 
Contractor,  and  any  items  to  be  contrib¬ 
uted  solely  by  the  Contractor.  It  should 
include  the  same  type  of  information  as 
that  required  for  initial  proposals  or 
reference  this  information  to  the  extent 
contained  in  earlier  proposals.  Any  con¬ 
templated  change  in  program  or  scope 
for  the  ensuing  period  should  be  justified 
and  explained  clearly,  and  the  cost  esti¬ 
mates  and  other  items  should  be  based 
upon  past  experience.  Any  deviation  from 
the  contract  during  the  current  period 
requiring  AEC  approval  as  provided  for 
in  the  contract,  which  has  not  received 
such  AEC  at>proval,  should  be  explained 
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in  detail,  and  the  AEC’s  right  to  approve 
or  dlsi^rove  shall  be  the  same  as  for  a 
request  timely  made  by  the  Conductor. 

(c)  The  renewal  proposal  should  in¬ 
clude  a  financial  statement  of  the  woi^ 
imder  the  current  contract,  including: 

(1)  Total  project  costs  for  the  current 
period  to  date,  indicating  the  amoimt 
chargeable  to  the  AEC; 

(2)  An  estimate  of  Uie  total  costs  to  be 
incTirred  during  the  remainder  of  the 
current  contract  period,  indicating  the 
amount  chargeable  to  the  ABC;  and 

(3)  Under  sp>eclal  research  support 
agreements,  the  anticipated  difference,  if 
any,  between  the  accumulated  Support 
Cost  at  the  end  of  the  current  contract 
period  and  the  cumulative  AEC  Support 
Ceiling. 

§  9—4.5111—2  Evaluation  of  requests  for 
renewals. 

(a)  Requests  for  renewals  are  evalu¬ 
ated  by  the  appropriate  AEC  Head¬ 
quarters  Program  Division  in  the  light 
of: 

(1)  Progress  report  submitted  by  the 
Contractor; 

(2)  Research  results  published  in  sci¬ 
entific  media; 

(3)  Field  visits  to  the  research  site 
by  technical  personnel; 

(4)  Contractor’s  performance;  and 

(5)  Availability  of  funds  and  relative 
Importance  of  projects  in  relation  to 
other  proposed  research. 

(b)  R^uests  for  renewals  generally 
follow  the  same  process  of  review  and 
evaluation  of  technical  aspects  and 
funding,  preparation,  and  execution  of 
the  contract,  and  administration  as  a 
new  project,  although  less  use  would 
normally  be  made  of  outside  consultants. 
Contracts  authorized  by  AEC  Headquar¬ 
ters  Program  Divisions  shall  not  be  ex¬ 
tended  for  a  new  term  or  on  an  interim 
basis  or  modified  in  scope  without 
specific  prior  authorization  from  the 
appropriate  AEC  Headquarters  Program 
EUvision,  except  as  provided  in 
S  9-4.5111-3. 

§  9—4.51 1 1—3  Authorization  to  renew. 

(a)  When  a  determination  has  been 
made  to  extend  a  contract,  the  sponsor¬ 
ing  AEC  Headquarters  Program  Divi¬ 
sion  shall  provide  the  appropriate  AEC 
Field  Office  with  an  authorizing  directive 
early  enough  (usually  about  4  weeks  in 
advance  of  expiration)  to  permit  an 
orderly  completion  of  the  extension 
agreement  before  the  expiration  date. 
The  authorizing  directive  should  Include 
generally  the  same  t3T)e  of  information 
provided  in  the  authorization  of  a  new 
contract,  including  pertinent  informa¬ 
tion  concerning  any  changes  in  scope  of 
work,  level  of  funding,  scheduled  dates 
for  completion  of  certain  phases  of  work, 
target  dates  for  submission  of  reports, 
etc. 

(b)  An  authorization  to  renew  a  spe¬ 
cial  research  support  agreement  shall 
also  state  the  estimated  total  cost  of 
items  to  be  included  under  Article 
A-IKa)  of  Appendix  A  for  the  renewal 
period,  the  percentage  of  such  costs  to 
be  reimbursed  by  the  ABC,  and  the 
amoimt  of  new  funds  authorized  to  in¬ 
crease  the  AEC  Support  Ceiling. 


(c)  The  AEC  Field  Office  that  has  ad¬ 
ministrative  jurisdiction  of  an  exisfUng 
contract,  may  extend  the  term  of  an 
costing  contract  without  authorization 
from  the  cognizant  Headquarters  Pro¬ 
gram  Division,  provided  that: 

(1)  Any  such  extension  does  not  pro¬ 
vide  for  an  increase  in  the  AEC’s  mone¬ 
tary  obligation  under  the  contract; 

(2)  That  the  scope  of  work  is  not  re¬ 
vised  by  such  extension; 

(3)  ’That  such  extension  is  necessary 
to  permit  completion  of  the  scope  of 
work  authorized  by  Headquarters,  in¬ 
cluding  preparation  of  required  reports; 
and 

(4)  ’That  any  such  extension  will  not 
be  for  a  period  in  excess  of  90  days. 

§  9—4.5112  Administration. 

§  9—4.5112—1  Responsibilities  of  AEC 
Headquarters  Program  Divisions. 

(a)  Technical  representatives  of  AEC 
Headquarters  Program  Divisions  will 
make,  to  the  extent  practicable,  peri¬ 
odic  site  visits,  at  least  once  each  year 
on  larger  projects,  and  no  less  than  once 
every  3  years  on  smaller  projects.  A 
written  summary  of  the  results  of  all 
visits  will  be  prepared  and  filed  promptly 
upon  return  to  AEC  Headquarters. 
Copies  of  such  reports  shall  be  forwarded 
to  the  appropriate  AEC  Field  Office 
whenever  they  contain  Information  of 
administrative  interest  or  other  infor¬ 
mation  that  the  AEC  Headquarters  Pro¬ 
gram  Division  determines  is  pertinent  to 
the  assigned  responsibilities  of  the  Field 
Office.  ’These  visits  are  for  the  purpose 
of: 

<1)  Determining  that  the  research  is 
being  performed  in  accordance  with  the 
contract. 

(2)  Ascertaining  that  schedules  are 
being  met  to  Insure  timely  submission  of 
interim  and  final  reports. 

(3)  Determining  whether  the  project 
has  adequate  facilities,  equipment,  and 
scientific,  technical,  and  other  person¬ 
nel  for  the  specified  research. 

(4)  Ascertaining  that  any  equipment 
requested  for  purchase  is  not  reasonably 
available  within  the  institution. 

(5)  Assisting  the  principal  investiga¬ 
tor  to  clarify  specific  technical  aspects 
as  work  progresses. 

(6)  Exploring  future  budget  require¬ 
ments,  but  without  making  any  commit¬ 
ments  either  personal  or  on  behalf  of  the 
AEC  as  to  future  funding  level. 

(7)  Obtaining  information  regarding 
the  status  of  work  for  administrative  and 
technical  purposes  of  the  Program  Divi¬ 
sion  sponsor. 

(b)  AEC  Headquarters  Program  Divi¬ 
sions  will  provide  guidance  to  the  AEC 
Field  Offices  in  connection  with : 

(1)  Any  contractor  requests  for  ap¬ 
proval  of  proposed  deviations  or  other 
actions  requiring  AEC  approval  which 
are  brought  to  their  attention  by  AEC 
Field  Offices,  or  which  have  been  brought 
to  their  attention  through  site  visits, 
progress  reports,  or  other  contacts  with 
the  contractor; 

(2)  Increasing  the  obligational  au¬ 
thority  under  any  special  research  sup¬ 
port  agreement  or  cost-t3T)e  contract; 

(3)  [Reserved] 


(4)  Whether  or  not  required  coutrae. 
tor  reports  are  satisfactory;  and 

(5)  ’The  renewal  or  closeout  of  con. 
tracts;  Instructions  in  this  regard  should 
be  provided  at  least  4  weeks  prior  to  the 
expiration  date  of  a  contract. 

§  9-4.5112-2  Responsibilities  of  ART 
Field  Offices. 

AEC  Field  Offices  are  responsible  for 
the  following: 

(a)  Assisting  AEC  Headquarters  Pro- 
gram  Divisions,  as  requested,  in  carryhig 
out  the  functions  set  forth  in 
§  9-4.5112-1. 

(b)  Performing  the  necessary  admin- 
istrative  functions  required  by  the  terms 
of  the  contract,  and  making  payments 
in  accordance  with  the  contract. 

(c)  [Reserved] 

(d)  Bringing  to  the  attention  of  the 
pri^riate  AEC  Headquarters  Divisions: 

(1)  Any  contractor  requests  for  ap¬ 
proval  which  are  required  by  the 
contract; 

(2)  [Reserved] 

(3)  [Reserved] 

(4)  ’The  upcoming  expiration  date  of 
a  contract  whenever  required  instruc¬ 
tions  on  renewal  or  closeout  have  not 
been  received  on  a  timely  basis;  and 

(5)  Any  request  by  a  contractor  to  re¬ 
vise  an  established  stipulated  salary  siq>- 
port  amount,  and  any  notification  by  a 
contractor  that  it  is  reducing  the  charges 
to  the  AEC  under  the  stipulated  salary 
support  procedure  (see  §9-4.5106-3a(c)). 

(e)  Determining  whether  to  use  the 
Grant  Act  (Pi.  85-934)  or  the  contrac¬ 
tor’s  contribution  to  the  research  as  the 
authority  for  vesting  title  to  equipment 
in  the  contractor  when  authorized  to  do 
so  pursuant  to  S  9-4.5106-6  (c)  (6). 

§  9—4.5112—3  Payments  under  special 
research  support  agreements. 

(a)  Payonents  wUl  be  made  to  contrac¬ 
tors  under  a  special  research  support 
agreement  in  accordance  with  the  con¬ 
tract  provisions  (see  Article  B-XI  of 
S  9-16.5002-8) .  The  letter  of  credit  pro¬ 
cedure,  as  provided  for  by  Treasury  De¬ 
partment  (Circular  No.  1075,  Reviskl,  (rf 
February  13,  1967,  will  generally  be  used 
when  the  total  of  AEC  contracts  iritli 
advance  financing  at  an  Institution  pro¬ 
vide  for  a  continuing  annual  leved  of 
support  of  $250,000  or  more.  When  the 
total  AEC  contracts  with  advance  financ¬ 
ing  provide  for  an  annual  level  of  AEC 
support  of  less  than  $250,000,  AEC  will 
generally  make  advance  payments  cover¬ 
ing  the  first  90  percent  of  the  amount 
of  the  estimated  AEC  Support  Cost  as 
set  forth  in  Article  A-ni  of  the  contract 
’The  Field  Office  may  revise  Article  B-XI 
of  §  9-16.5002-8,  regarding  the  timing 
and  amounts  of  advance  payments,  in 
accordance  with  the  following  provisions. 
’The  advance  pajmients  may  be  made  at 
times  and  hi  amounts  determined  by  the 
Field  Office,  provided  that  no  single  pay¬ 
ment  will  exceed  45  percent  of  the  esti¬ 
mated  AEC  Support  Cost  for  the  perti¬ 
nent  contract  period  except  on  the  basis 
of  a  request  frc«n  the  Contractor  evi¬ 
dencing  that  a  specified  amount  is  i** 
quired  in  connection  with  expendlturea 
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nr  commitments  made  under  the  con- 
The  timing  and  amounts  of  pay- 
should  be  determined  on  the  basis 
S  lifting  the  amount  of  advances  to 
Se  ertSfeasible  consistent  with  effec- 
Hve  and  efficient  contract  administration 
?nd  oerformance  of  the  research,  for  the 
slowing  the  rate  of  c^h  with¬ 
drawals  from  the  Treasury  and  toer^y 
ripcreasing  the  financing  costs  to  the  Ped- 
S  Government.  In  determining  the 
riming  and  amounts  of  payments,  con- 
Sderation  should  be  given  to  funds 
ready  available  to  the  Contractor,  the 
expected  expenditures  under  the  oon- 
any  information  from  the  Con¬ 
tractor  regarding  the  need  for  funds,  and 
the  administrative  cost  of  additional 


§  9-4.5112—5  AEC  approval  of  devia¬ 
tions  in  performance  and  other  spec¬ 
ified  actions. 


(b)  ihe  final  payment  under  both  of 
the  procedures  referred  to  in  paragraph 
(a)  of  this  section  shall  be  made  on  the 
basis  of  determinations  by  the  contract¬ 
ing  officer  that:  (1)  the  required  reports 
are  satisfactory,  (2)  that  the  research 
was  performed  in  accordance  with  the 
provisions  of  the  contract,  and  (3)  that 
an  additional  payment  is  required  to  re¬ 
imburse  for  all  costs  chargeable  to  the 
AEC.  If  necessary  in  making  the  deter¬ 
minations,  the  contracting  officer  should 
obtain  advice  from  the  technical  person¬ 
nel  of  the  AEC  Headquarters  Program 
Division  based  upon  their  visits  to  and 
other  contacts  with  the  research  project 
during  the  contract  period  as  well  as 
their  technical  review  of  the  report.  It  is 
expected  that  the  annual  progress  and 
final  reports  and  the  Contractor’s  certi¬ 
fied  cost  statements  will  provide  an  ade¬ 
quate  basis  for  making  the  determina¬ 
tions  required  by  subparagraphs  (2)  and 
(3)  of  this  paragraph.  If  the  determina¬ 
tions  cannot  be  made  on  the  basis  of  a 
consideration  of  the  reports,  visits  to  and 
other  contacts  with  the  research  project 
during  the  contract  period,  and  the  Con¬ 
tractor’s  certified  statements,  the  con¬ 
tracting  officer  may  invoke  the  audit  pro¬ 
vision  of  the  contract.  In  the  event  the 
contracting  officer  determines  that  the 
Contractor  has  not  satisfied  the  contrac¬ 
tual  undertakings,  appropriate  steps 
shall  be  taken  to  protect  the  Govern¬ 
ment’s  Interests. 

§9-4.5112—4  Payments  under  cosi-type 
contracts. 

Payments  for  allowable  costs  incurred 
under  cost-type  contracts  will  be  made 
In  accordance  with  the  provisions  of  the 
contract.  Payments  will  generally  be 
made  on  the  basis  of  after-the-fact 
reimbursement  of  contractor  costs  upon 
submission  by  the  contractor  of  an  ap¬ 
propriate  monthly  invoice  or  voucher.  In 
the  event  that  it  is  determined  that  ad¬ 
vance  payments  to  the  contractor  are 
appropriate,  the  letter  of  credit  proce- 
<lure,  as  provided  for  by  ’Treasury  Depart¬ 
ment  Circular  No.  1075,  Revised,  of 
February  13, 1967,  may  be  used  when  the 
total  of  AEC  contracts  at  an  institution 
provide  for  a  continuing  annual  level  of 
support  of  $250,000  or  more. 


(a)  Contractors  will  be  asked  to  in¬ 
form  the  cognizant  AEC  Field  Office  as 
soon  as  possible  of  such  contemplated  de¬ 
viations  and  other  actions  which  require 
AEC  approval.  Specific  deviations  and 
actions  which  will  require  such  AEC  ap¬ 
proval  under  special  research  support 
agreements  include  the  following: 

(1)  A  change  of  the  principal  investi¬ 
gator,  or  continuation  of  the  research 
work  without  direction  by  an  approved 
principal  investigator.  The  principal  in¬ 
vestigator  may  increase  or  decrease  the 
amoimt  of  effort  which  he  devotes  to  the 
project  without  obtaining  Commission 
approval:  however,  the  principal  investi¬ 
gator  shall  consult  with  the  appropriate 
AEC  Headquarters  program  representa¬ 
tive  if  he  plans  to,  or  becomes  aware  that  , 
he  will,  devote  substantially  less  effort  ‘ 
to  the  work  than  anticipated  in  Article 
A-I.  The  purpose  of  such  consultation 
will  be  to  determine  what  effect,  if  any, 
the  anticipated  change  will  have  on  the 
research  work: 

(2)  Acquisition  of : 

(i)  An  item  of  equipment  which  is  not 
specifically  itemized  in  the  contract,  if 
the  acquisition  cost  is  in  excess  of  $1,000 
or  2  percent  of  the  estimated  cost  speci¬ 
fied  in  Article  A-m  of  the  contract, 
whichever  is  greater,  unless  such  equip¬ 
ment  is  merely  a  different  model  of  an 
item  listed  in  the  contract,  or 

(ii)  Any  equipment  which  is  not 
specifically  itemized  in  the  contract,  if 
the  cost  of  acquisition  will  cause  the 
total  equipment  dollar  level  shown  in 
Article  A-II(a)  of  Appendix  A  of  the  con¬ 
tract  to  be  increased  by  $500  or  more.  (If 
plant  and  capital  equipment  funds  are 
provided  for  the  acquisition  of  equip¬ 
ment,  with  title  to  be  vested  in  the  Gov¬ 
ernment,  the  total  cost  of  such 
shall  not  exceed  the  amount  budgeted 
for  such  equipment  unless  prior  AEC  ap¬ 
proval  has  been  obtained.) 

(3)  Purchase  of  any  general-purpose 
equipment,  such  as  office  furniture,  air 
conditioning,  etc.,  not  specifically  pro¬ 
vided  for  in  Appendix  A  of  the  contract, 
except  that  purchased  without  cost  to  the 
AEC: 

(4)  Incuring  costs  for  items  set 
forth  in  Article  A-IKa),  duiing  the  per¬ 
tinent  contract  period  stated  in  Appendix 
A,  in  excess  of  110  percent  of  the  esti¬ 
mated  cost  specified  in  Article  A-m. 
Charges  to  the  AEC  for  any  such  costs  in¬ 
curred  with  the  approval  of  the  AEC  shall 
also  be  subject  to  the  limitations  of  Arti¬ 
cle  HI: 

(5)  Any  proposed  foreign  travel:  and 

(6)  Such  other  items  as  in  the  judg- 
.  ment  of  the  Program  Division  or  the  Held 

Office,  in  specific  cases  need  to  be  sepa¬ 
rately  Identified  in  the  contract.  (When 
plant  and  capital  equipment  funds  are 
provided  for  the  acquiirition  of  Govern¬ 
ment  property,  the  Headquarters  Pro¬ 
gram  Divisions  may  require,  in  specific 
cases,  that  such  funds  shall  ^  used  only 


for  acquiring  the  equipment  designated 
in  the  contract  unless  prior  AEC  ap¬ 
proval  has  been  obtained.) 

(b)  No  change  in  the  phenomenon  or 
phenomena  under  study,  i.e.,  broad  cate¬ 
gory  of  the  research  under  the  contract, 
shall  be  made  without  the  specific  writ¬ 
ten  approval  of  the  AEX?:  ordinarily,  such 
changes,  if  approved  by  the  AEC,  will 
be  accomplished  through  a  new  contract 
or  a  mutually  agreed-to  modification.  Thje 
contractor  may  change  the  specific  ob¬ 
jectives  in  the  research  work  described  in 
the  contract,  provided  it  gives  the  AEC 
prompt  notification  of  such  changes: 
and  the  contractor  may  continue  to  fol¬ 
low  the  new  objectives  while  the  AEC 
determines  whether  it  wishes  to  continue 
the  program  under  the  changed 
approach. 

(c)  The  AEC  Held  Office  will  present 
(in  any  manner  considered  appropriate) 
all  such  requests  for  approval  to  the  cog¬ 
nizant  AEC  Headquarters  Division  for 
consideration,  and  will  issue  such  au¬ 
thorizations  and  modifications  imder  the 
contract  as  are  necessary  and  appro¬ 
priate. 

(d)  Contractors  may  be  requested  by 
the  AEC  Held  Office  to  provide  such 
statements  of  the  project’s  financial  and 
program  status  as  are  believed  necessary 
for  considering  requests  for  approval. 

(e)  The  above  approval  requirements 
and  procedures  shall  apply  to  all  special 
research  support  agreements  for  basic 
research  with  educational  institutions. 
The  Program  Division  or  the  Field  Office 
may  include  these  specific  approval  re¬ 
quirements  in  cost-type  contracts  with 
educational  institutions  (§  9-16.5002-9) 
to  the  extent  necessary  and  appropriate. 
In  all  cases,  the  requirements  for  ap¬ 
proval  of  purchases  imder  cost-type 
contracts  should  be  consistent  with  para¬ 
graphs  (a)  (2)(i)  and  (3)  of  this  sec¬ 
tion.  These  approval  requirements  and 
procedures  may  also  be  included  in  con¬ 
tracts  for  applied  research  with  educa¬ 
tional  institutions  and  for  research  with 
other  not-for-profit  organizations  to  the 
extent  deemed  appropriate  by  the  cog¬ 
nizant  AEC  Headquarters  Division  and 
the  AEC  Held  Office.  In  contracts  for  ap¬ 
plied  research,  paragraph  (b)  of  this 
section  will  generally  be  revised  to  re¬ 
quire  AEC  prior  approval  of  any  change 
in  the  specific  objectives  of  the  research 
work. 


§  9—4.5112—6  Auditing. 

(a)  As  a  part  of  the  AEC-wide  man¬ 
agement  of  the  research  program  ac¬ 
complished  through  these  contracts,  au¬ 
diting  of  participating  contractors  should 
be  carried  out  by  the  AEC  Held  Office 
administering  the  contract.  The  purpose 
of  this  program  of  audit,  provision  for 
which  is  contained  in  the  contracts,  is  to 
corroborate  that  the  participating,  in¬ 
stitutions  are  properly  using  the  funds 
and  equipment  provided  by  the  contracts 
and  to  point  up  any  changes  needed  in 
the  contractual  arrangements  or  in  re¬ 
lated  administrative  requirements  in 
order  to  further  the  effectiveness  of  the 
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contracts  In  accomplishing  their  in¬ 
tended  programmatic  research  purposes. 
In  addition  to  the  general  objectives 
stated  above,  the  principal  specific  ob¬ 
jectives  in  the  audits  of  special  research 
support  agreements  should  be  to  deter¬ 
mine  (1)  that  the  amounts  as  submitted 
in  the  contractor’s  certified  statement 
are  accurate  and  were  incurred  in  con¬ 
nection  with  the  contract  work;  (2)  that 
satisfactory  documentary  evidence  is 
available  in  support  of  the  costs  in¬ 
curred;  (3)  that  AEC  approval  was  ob¬ 
tained  where  required;  and  (4)  that  the 
proportion  of  total  cost  charged  to  AEC 
is  in  accordance  with  the  percentage  stip¬ 
ulated  in  the  contract.  For  cost-type 
contracts,  on  the  other  hand,  the  audit 
should  include  a  verification,  by  accept¬ 
able  audit  techniques,  of  the  allowability, 
applicability,  and  reasonableness  of  the 
costs  charged  to  the  contract  work. 

(b)  The  review  of  special  research  sup¬ 
port  agreements  will  be  made  on  a  selec¬ 
tive  basis  with  the  selected  sample  in¬ 
cluding  all  special  research  support 
agreements  where  the  contracting  officer 
requested  that  an  audit  be  performed 
pursuant  to  the  provisions  of  S  9-4.5112- 
3(b).  Ihe  audit  of  cost-type  contracts 
will  be  In  accordance  with  criteria  set 
forth  in  section  2.024  of  the  AEC  Audit 
Handbook. 

(c)  In  the  event  of  termination  prior 
to  the  expiration  date  of  a  cost-type  con¬ 
tract  or  ^)ecial  research  support  agree¬ 
ment  unless  the  costs  incurred  by  the 
contractor  are  relatively  small  or  can  be 
otherwise  adequately  corroborated,  an 
audit  should  be  made  to  determine  the 
nature  of  the  costs  and  other  relevant 
data  for  use  in  arriving  at  a  termination 
settlement. 

(d)  While  audit  is  not  a  prerequisite  to 
AEC’s  making  payments  under  a  con¬ 
tract,  audit  is  necessary  prior  to  making 
final  payment  under  cost-type  contracts 
and  imder  any  special  research  support 
agreement  when  the  contracting  officer 
specifically  requests  an  audit  to  deter¬ 
mine  whether  the  changes  to  the  con¬ 
tract  are  proper  or  when  other  conditions 
indicate  that  such  an  audit  is  warranted. 
If  any  such  audits  result  tn  findings 
which  may  be  of  value  to  Headquarters 
Divlsimis  in  their  determinations  regard¬ 
ing  selection  and  renewal  of  research 
projects,  such  findings  should  be  made 
available  to  the  cognizant  Headquarters 
Division. 

§9-4.5112-7  Security. 

As  a  general  rule,  it  is  not  anticipated 
that  investigators  will  need  access  to 
classified  security  information  In  the 
conduct  of  basic  research  supported  or 
sponsored  by  the  AEC.  When,  in  the 
Judgment  of  the  principal  investigator, 
information  is  developed  which  should  be 
classified,  he  or  the  contracting  institu¬ 
tion  will  notify  the  appropriate  AEC 
Field  Office  immediately.  When  in  the 
opinion  of  the  cognizant  AEC  Headquar¬ 
ters  Program  Division,  the  work  moves 
into  a  classified  area,  prompt  steps  should 
be  taken  to  notify  the  contractor  and  the 
appropriate  AEC  Field  Office. 


§9—4.5112—8  Patents. 

Article  B-VHKd)  of  the  ipecial  re¬ 
search  support  agreement  set  forth  in 
9  9-16.5002-8  and  Article  B-7(d)  of  the 
cost-type  contract  set  forth  in  9  9-16.- 
5002-9  provide  for  exceptions  to  the  re¬ 
quirement  for  inclusion  of  this  article  in 
subcontiacts,  if  authorized  by  the  Com¬ 
mission  in  writing.  A  letter  of  exception 
may  be  Issued,  upon  request  with  respect 
to  purchase  orders  for  standard  or  nor¬ 
mal  facilities,  equipment,  materials,  and 
supplies,  and  other  purchase  orders  for 
products  where  the  consideration  does 
iK)t  include  comp}ensation  or  other  allow - 
ance-for  research. 

Subpart  9-4.52 — Unsolicited  Propos¬ 
als  for  Research  &  Development 
Contracts  Submitted  by  Individuals 
&  Commercial  &  Not-For-Profit  Or¬ 
ganizations  Other  Than  Educational 
Institutions 

§  9—4.5201  Definitions. 

(a)  An  .“unsolicited  proposal”  is  a 
written  offer  to  perform  research  and  de¬ 
velopment  work  (including  feasibility 
studies)  submitted  by  an  organization  or 
individual  solely  on  Its  own  Initiative  and 
not  in  response  to  a  sp>eclfic  request  made 
by  AEC  solely  to  the  propwser. 

(b)  The  “responsible  program  official” 
is  the  Headquarters  Director  of  the  Pro¬ 
gram  Division  of  AEC  within  whose  area 
of  programmatic  responsibility  falls  the 
research  and  development  work  contem¬ 
plated  by  the  unsolicited  propwsal. 

§  9-4.5202  Policy. 

(a)  It  is  the  pwllcy  of  AEC  to  encour¬ 
age  organizations  and  Individuals  to 
originate  valuable  ideas  for  research  and 
development  work  that  is  In  furtherance 
of  AEC’s  mission,  and  to  submit  such 
Ideas  in  unsolicited  proposals. 

(b)  An  unsolicited  proposal  may  be  ac¬ 
cepted  upx)n  a  determination  by  the  re¬ 
sponsible  program  official  or  his  designee 
that  award  of  a  contract  to  the  proposer 
without  going  through  procedures  for 
fiuHier  compotition  is  Justified  on  the 
ground  that  (1)  the  pxupose  of  the  con¬ 
tract  is  to  explore  an  idea  or  carry  out 
an  Initial  development  which  (i)  Is  sub¬ 
mitted  by  the  proposer  on  his  own  initia¬ 
tive,  (U)  does  not  unnecessarily  duplicate 
research  work  already  under  way  or  con¬ 
templated  by  AEC,  and  (ill)  is  not  al¬ 
ready  known  by  AEC  or  has  previously 
unrecognized  merit  or  value;  or  (2)  there 
is  no  substantial  question  as  to  the  choice 
of  the  source  (for  example,  where  only 
the  proposer  is  found  fully  qualified  as 
a  result  of  thorough  technical  evalua¬ 
tion)  ;  or  (3)  acceptance  is  otherwise  spie- 
cially  authorized  by  statute. 

(c)  The  responsible  program  official  or 
his  designee  shall  appoint  a  p>anel  which 
shall  evaluate  and  make  a  recommenda¬ 
tion  on  each  unsolicited  proposal  with  re- 
spoct  to  the  criteria  in  paragraph  (b)  of 
this  section. 

§  9—4.5203  Profcdure. 

Prior  to  negotiating  a  contract  on  the 
basis  of  an  imsolicited  proposal,  the  re¬ 


sponsible  program  official  or  his 
shall:  “wiraee 

(a)  Determine  that  the  woit  proD(«*i 
is  expected  to  be  of  benefit  to  ABC^ 
grams  and  the  pn^poser  is  consider^ 
be  technically  well-qualified  to  uiwu» 
take  the  work; 

(b)  Make  the  findings  and  detennin. 
tion  required  to  support  the  procuremmt 
by  negotiation  (see  §  9-3.301) ;  and^ 

(c)  Determine  that  the  selection  (rf  the 
p>articular  organization  or  individual  lor 
award  of  the  contract  without  competl. 
tion  meets  the  criteria  in  §  9-4.5202. 

Subpart  9-4.53 — Resolution  of  Meot- 
urement  Differences  Concerning 
Source  and  Special  Nuclear  Molt, 
rial  Transfers 

§  9-4.5300  Source  and  special  nuclev 
material  transfers. 

This  subpart  describes  those  principles 
regarding  the  resolution  of  measurement 
differences  which  should  be  used  u 
guides  in  the  preparation  of  contracts, 
leases,  or  other  agreements  by  AEC  or 
cost-type  contractors  in  which  monetary 
payunents  or  credits  depiend  on  the  quan¬ 
tity  and  quality  of  somce  and  ig^ocial 
nuclear  material. 

§  9—4.5301  Contract,  lease  or  agreemeol 

(a)  Every  such  contract,  lease  or 
agreement  should  contain: 

( 1 )  A  description  of  the  material  to  be 
transferred; 

(2)  A  provision  spjecifying  the  method 
by  which  the  quantity  and  quality  are  to 
be  measured  and  reprorted; 

(3)  A  provision  spjecifying  the  proce¬ 
dures  to  be  used  in  resolving  any  differ¬ 
ences  arising  as  a  result  of  such  meas¬ 
urements; 

(4)  A  provision  providing  for  the  use 
of  an  umpire  to  settle  unresolved  differ¬ 
ences  in  the  analytical  samples;  and 

(5)  A  provision  spjecifying  in  detail 
which  party  shall  bear  the  costs  of  it- 
solving  a  difference  and  what  constit^ 
such  costs. 

(b)  The  provisions  providing  for  reso¬ 
lution  of  measurement  differences  must 
be  such  that  resolution  is  always  accom¬ 
plished  while  at  the  same  time  minimiz¬ 
ing  any  advantage  one  party  may  hav! 
over  the  other. 

Subpart  9—4.54 — Contracts  and  Sub¬ 
contracts  Utilizing  Uranium  En¬ 
riched  in  the  Isotope  U'^’ 

§  9—4.5400  Scope  of  subpart. 

This  subpart  sets  forth  the  policies  and 
procedures  of  the  Atomic  Energy  Oom- 
mission  for  furnishing  uranium  a- 
riched  in  the  isotopje  IP*  under  a  lease 
agreement  for  use  xmder  AEC  fixed-price 
contracts  or  subcontracts  in  any  tier 
(when  the  contractor  or  subcontractor 
is  licensed  by  AEC  to  pjossess  and  use 
the  uranium  enriched  in  the  lsot(«)C  IT), 
which  call  for  the  production  of  urani® 
prcjducts  enriched  in  the  isotopje  D*.  k- 
cludlng  fabrication  and  conversion,  ft* 
Government  use.  This  subpart  also  sett 
forth  pjolicles  limiting  the  use  of  cost- 
type  contracts  and  subcontracts 
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■11  hlffter-tler  arrangements  are  cost- 
for  such  purposes,  as  well  as  for 
scrap  recovery  services. 

§  9-4.5401  Use  of  lease  agreement. 

(g)  Uranium  enriched  in  the  isotope 
U“  shall  be  furnished  under  AEC  fixed- 
nrice  prime  contracts  and  fixed-price 
^bcontracts  subject  to  this  subpart  only 
pursuant  to  a  standard  form  lease  agree¬ 
ment  executed  and  administered  by  the 
AEC  Oak  Ridge  Operations  Office,  Post 
Office  Box  E,  Oak  Ridge,  Tenn.  37830. 

(b)  Any  exception  to  the  financial  re¬ 
sponsibility  of  contractors  and  sub¬ 
contractors  for  Government-furnished 
uranium  enriched  in  the  isotope  pro¬ 
vided  for  in  the  standard  contract  ar- 
ticle  §  9-4.5402  and  in  the  standard  form 
lease  agreement  shall  be  made  only  with 
the  approval  of  the  Director,  Division  of 
Contracts,  Headquarters. 

§  9-4.5402  Contract  article  covering  ura¬ 
nium  enriched  in  the  isotope  U*”. 

Fixed-price  contracts  and  fixed-price 
subcontracts  involving  uranium  enriched 
in  the  isotope  to  be  furnished  to  the 
contractor  or  subcontractor  pursuant  to 
the  lease  agreement  referred  to  in  §  9- 
4.5401  shall  include  an  article  substan¬ 
tially  as  follows; 

standard  Ckjntract  Article  Covering  Spe¬ 
cial  Nuclear  Material  (Enriched  Uranium). 

(a)  Except  as  otherwise  agreed,  all  ura¬ 
nium  enriched  In  the  Isotope  (hereinafter 
referred  to  as  enriched  uranium)  used  In  the 
performance  of  this  contract  shall  be  ma¬ 
terial  owned  by  the  AEC  which  Is  obtained 
under  a  standard  form  AEC  Lease  Agreement 
(hereinafter  referred  to  as  the  "Lease  Agree¬ 
ment”)  . 

(b)  The  contractor  shall  be  responsible 
for  obtaining  the  enriched  uranium  required 
In  the  performance  of  this  contract,  Includ¬ 
ing  making  arrangements  for  and/or  execu¬ 
tion  of  a  Lease  Agreement  to  enable  the  con¬ 
tractor  and  all  subcontractors  to  order  and 
poesees  enriched  uranium  for  the  purposes 
of  this  contract.  Except  as  otherwise  provided 
in  this  contract,  the  terms  and  conditions 
of  the  Lease  Agreement  shah  govern  with 
respect  to  all  em-iched  uranium  utilized,  or 
to  be  utilized.  In  the  performance  of  this 
contract.  The  Government  shall  not  be  re¬ 
sponsible  for  any  delays  or  liable  for  any 
damages  resulting  from  the  contractor’s  fail¬ 
ure  or  Inability  to  obtain  such  material;  or 
resulting  from  cancellation  of  said  Lease 
Agreement.  If  enriched  uranliun  required  in 
the  performance  of  this  contract  is  furnished 
by  tte  Commission  under  the  Lease  Agree¬ 
ment,  and  If  the  term  of  such  Lease  Agree¬ 
ment  would  otherwise  expire  during  the 
period  of  performance  of  this  contract,  the 
Commission  may  extend  the  term  of  the 
lease  Agreement  to  permit  use  of  such  mate¬ 
rial  for  completion  of  performance  of  work 
under  this  contract,  or  will  make  other  ar¬ 
rangements  to  furnish  such  material  pursu¬ 
ant  to  this  contract. 

(c)  Nothing  herein  shall  require  the  con¬ 
tractor  to  assume  lease  responsibility  for  any 
•pedal  nuclear  material  which  Is  otherwise 
subject  to  and  covered  by  a  Lease  Agreement. 

(d)  The  Contracting  Offleer  will  furnish 
to  the  contractor  and/or  subcontractors, 
upon  compliance  with  (e)(1)  below,  credit 
memorandums  equal  to  the  total  amount  of 
use  charge  credits  provided  for  In  this  con¬ 
tract,  which,  subject  to  the  conditions  here¬ 
inafter  provided,  may  be  utilized  In  payment 
of  use  charges  due  or  which  may  become  due 


for  ^eclal  nuclear  material  pursuant  to  a 
Lease  Agreement. 

(e)  The  conditions  applicable  to  the  issu¬ 
ance  and  redemption  of  use  dharge  credit 
memorandums  are: 

(1)  The  contractor  shall  submit  applica¬ 
tions  for  all  use  charge  credits  few  the  per¬ 
formance  of  work  under  this  contract,  and 
each  such  application  shall  specify  the  Lease 
Agreement  niunber  to  which  the  credit  is  to 
be  Issued.  The  contractor  shall  certify  In 
each  such  application  that  it  pertains  to  work 
under  this  contract  and  Is  true  and  correct 
to  the  best  of  his  knowledge  and  belief.  If 
such  credit  or  a  portion  thereof  Is  to  be 
issued  to  a  subcontractor  under  this  con¬ 
tract,  the  contractor  shall  specify  In  his 
application  the  amount  of  such  credit  and 
the  Lease  Agreement  number  and  subcon¬ 
tractor  to  which  the  credit  Is  to  be  Issued. 

(2)  Except  as  provided  In  this  paragraph, 
credit  memorandums  will  be  Issued  upon 
completion  of  the  contract  work.  Where  the 
contract  Includes  a  partial  or  progress  pay¬ 
ments  clause,  a  credit  memorandum  will  be 
given.  If  proper  application  Is  made,  for  use  , 
charges  Inciured  with  respect  to  material 
used  under  tills  contract  for  the  period  cov¬ 
ered  by  such  partial  or  progress  payment. 
Where  billings  are  made  for  use  charges  on 
material  used  In  the  performance  of  work 
under  this  contract  prior  to  completion  of 
the  contract  or  before  partial  or  progress  pay¬ 
ments  are  due.  a  credit  memorandum  for  the 
amount  of  use  charge  Incurred  with  respect 
to  material  used  under  this  contract  will  be 
given  if  proper  application  Is  made. 

(3)  The  amount  of  use  charge  credit  pro¬ 
vided  for  In  this  contract  will  be  adjusted  to 
reflect  any  changes  In  the  Commission’s  pub¬ 
lished  base  charges  and  use  charge  rates  for 
enriched  tiranium  during  the  performance 
of  this  contract. 

(4)  ’The  credit  memorandums  provided  for 
In  this  article  may  be  used  only  by  the  per¬ 
son  to  whom  issued  in  payment  of  ’ose  charges 
due  from  such  person  under  a  Lease  Agree¬ 
ment.  It  Is  expressly  understood  and  agreed 
that  such  credit  memoranda  are  not  nego¬ 
tiable;  may  not  be  transferred  to  or  uti¬ 
lized  by  any  other  person;  and  are  not  re¬ 
deemable  in  cash.  ’They  may  not  be  used  In 
payment  of  any  charges  due  under  any  other 
agreement  for  special  nuclear  material;  nor 
In  payment  of  any  other  obligation  to  the 
Government. 

(5)  The  amount  of  use  charge  credit  pro¬ 
vided  for  In  this  contract  shall  be  subject  to 
equitable  adjustment  under  the  "Changes” 
article  of  this  contract. 

§  9-1.3403  Invitations  for  bids  and  re¬ 
quests  for  proposals. 

Invitations  for  bids  or  requests  for 
proposals  which  will  result  in  a  fixed- 
price  contract  or  fixed-price  subcontract 
involving  uranium  enriched  in  the  iso¬ 
tope  to  be  furnished  under  the  Lease 
Agreement  referred  to  in  §  4.5401  shall 
contain  as  a  term  or  condition  of  such 
invitation  to  bid  or  request  for  propos¬ 
als  the  following  paragraph; 

Bidders  (proposers)  shall  be  responsible 
for  obtaining  under  the  terms  and  conditions 
of  a  standard  lease  agreement  administered 
by  AEC  Oak  Ridge  Operations  Office,  uranium 
enriched  In  the  Isotope  U-®  (hereinafter  re¬ 
ferred  to  as  enriched  uranium)  necessary  for 
the  performance  of  any  resulting  contract 
(or  subcontract).  ’The  lease  agreement  re¬ 
quires  the  payment  of  a  use  charge  for  the 
enriched  uranium  subject  to  the  agreement. 
However,  Article _ of  the  proposed  con¬ 

tract,  attached  hereto,  provides  for  the  Is¬ 
suance  by  the  Contracting  Officer  of  a  use 
charge  credit  applicable  to  work  under  the 


proposed  contract.  Bids  (proposals)  shall 
separately  state,  based  on  the  quantity  of 
material  and  the  time  (Including  the  time 
necessary  for  recovery  of  scrap)  required 
for  the  performance  of  the  contract  (or 
subcontract):  (1)  the  total  dollar  amount 
of  use  charge  credit,  such  total  to  Include 
all  use  charge  credits.  If  any.  to  lower-tier 
subcontractors;  and  (2)  the  total  dollar 
amount  of  cash  bids  (quotation)  price  (the 
difference  between  the  total  bid  and  the  to¬ 
tal  dollar  amount  of  use  charge  credit)  to 
be  paid  to  the  contractor  (subcontractor). 
Bids  (proposals)  will  be  evaluated  on  the 
basis  of  the  total  sum  of  the  total  dollar 
amount  of  use  charge  credit  (including  all 
use  charge  credits  to  lower-tier  subcontrac¬ 
tors)  specified  by  the  bidder  (proposer)  and 
the  cash  bid  (quotation)  price.  In  addition 
to  any  other  right  of  rejection  of  bids  (pro¬ 
posals)  provided  for  herein,  the  Government 
(contractor)  specifically  reserves  the  right 
to  reject  any  bid  (proposal)  if,  in  the  judg¬ 
ment  of  the  Contracting  Offleer  (represent¬ 
ative  of  the  contractor),  the  total  bid  (pro¬ 
posal)  is  excessive  or  the  amount  of  the  use 
charge  credit  specified  is  either  unreasonably 
high  or  low  In  relation  to  the  quantity  of 
enriched  uranium  required  and  the  time 
required  for  performance  of  the  proposed 
contract. 

§  9—4.3404  Conlracts  anil  sulioonlracts 
for  fabriratioii,  conversion,  and  scrap 
recovery. 

(a)  Contracts  and  subcontracts  for 
fabrication  of  end  items  using  uranium 
enriched  in  the  isotope  generally 
shall  be  of  the  fixed-price  type.  Cost- 
type  contracts  or  subcontracts  for  fabri¬ 
cation  shall  be  used  only  with  the 
approval  of  the  Manager  of  the  Field 
Office,  and  this  approval  authority  shall 
not  be  redelegated. 

(b)  Contracts  and  subcontracts  for 
conversion  or  scrap  recovery  of  uranium 
enriched  in  the  isotope  shall  be  of  a 
fixed-price  type  except  as  otherwise  ap¬ 
proved  by  the  Director,  Division  of 
Contracts. 

Subpart  9-4.55 — Multiyear 
Procurement 

§9—1.3300  Scope  of  5ubpart. 

(a)  This  subpart  sets  forth  policies 
and  procedures  applicable  to  competitive 
procurements  on  a  fixed-price  or  unit- 
price  basis  for  known  requirements  of 
supplies  or  services  over  a  multiyear 
period  when  the  total  funds  required  are 
not  available  for  the  entire  procurement 
at  the.  time  the  procurement  contract  is 
executed.  This  subpart  does  not  apply 
to  long-term  contracts  which  are  fully 
obligated  at  the  time  of  execution,  or 
which  are  otherwise  specifically  author¬ 
ized  by  law  (e.g.,  section  161u.  of  the 
Atomic  Energy  Act  of  1954,  as  amended) . 

(b)  The  policy  in  §  9-4.5501  shall  be 
applied  to  cost-type  contractor  procure¬ 
ment. 

§  9—4.3301  Policy. 

(a)  It  is  AEC  policy  to  use  the  multi¬ 
year  procurement  method  to  the  maxi¬ 
mum  extent  consistent  with  the  require¬ 
ments  of  this  subpart  in  order  to;  (1) 
Stimulate  maximum  realistic  competi¬ 
tion  by  minimizing  competitive  disad¬ 
vantage  or  disinterest  in  procurements 
involving,  at  least  initially,  substantial 
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capital  or  noncapital  startup  costs  or 
make-ready  expense;  or  (2)  obtain  lower 
prices  in  those  procurements  which  pro¬ 
vide  opportunity  for  substantial  cost  sav¬ 
ings  and  other  advantages  through 
assurance  of  continuity  of  production  or 
service  over  longer  periods  of  time. 

(b)  T^e  multiyear  procurement  meth¬ 
od  shall  not  be  used ; 

(1)  If  fimds  covering  the  procure¬ 
ment  are  limited  by  statute  for  obligation 
during  the  fiscal  year  in  which  the  pro¬ 
curement  contract  is  executed ; 

(2)  When  the  supply  or  service  being 
procured  in  regularly  produced  or  pro¬ 
vided  and  offered  for  sale  in  substantial 
quantities  in  a  commercial  market  rea¬ 
sonably  available; 

(3)  For  quantities  in  excess  of  the 
planned  requirements  set  forth  in,  or  in 
support  of,  ciUTent  approved  AEXI!  Pro¬ 
gram  and  Financial  Plans  or  for  periods 
in  excess  of  3  years;  or 

(4)  When  any  one  of  the  criteria  set 
forth  in  §  9-4.5502  is  not  present. 

(c)  In  any  multiyear  procurement,  it 
is  AEC  policy  to  consider  the  desirability 
of  obtaining  options  to  renew  the  con¬ 
tract  for  reasonable  periods  at  prices 
not  to  Include  any  nonrecurring  costs 
such  as  charges  for  plant  and  equipment 
already  amortized.  In  addition,  where  a 
multiyear  procurement  involves  an  initial 
investment  in  plant  and  equipment  which 
will  constitute  an  appreciable  portion 
of  the  cost  of  contract  performance,  it  is 
AEC  policy  to  consider  the  desirability  of 
reserving  the  right,  upon  payment  of  the 
imamortized  portion  of  the  plant  or 
equipment,  to  take  title  thereto  under 
appropriate  circumstances. 

§  9—4.5502  Criteria  for  use  of  niulliyear 
procurement. 

All  of  the  following  criteria  must  be 
met  in  order  to  procure  on  a  multiyear 
basis; 

(a)  Significantly  reduced  unit  prices 
can  be  reasonably  anticipated  over  suc¬ 
cessive  annual  procurements  by  reason  of 
continuity  of  production  or  service  or  by 
reason  of  elimination  or  reduction  of 
repetitive  substantial  startup  costs  or 
substantial  contingent  expense,  includ¬ 
ing  such  costs  or  expenses  as  preproduc¬ 
tion  engineering,  special  equipment  or 
tooling,  plant  rearrangement,  and  assem¬ 
bly,  training,  or  transportation  of  a 
specialized  work  force; 

(b)  There  is  reasonable  expectation 
that  effective  competition  can  be 
obtained; 

(c)  There  are  known  requirements  for 
the  supplies  or  services  to  be  procured, 
and  relatively  stable  production  or  serv¬ 
ice  can  be  reasonably  anticipated 
throughout  the  multiyear  period;  and 

(d)  The  design  and  specifications  of 
the  item  or  the  character  of  the  service 
are  expected  to  remain  relatively  stable 
for  the  miUtiyear  period. 

§  9— ♦.5503  Exception!«. 

Exception  by  reason  of  some  over- 
liding  programmatic  consideration  from 
any  limitation  set  forth  in  §  9-4.5501  or 
from  any  of  the  criteria  set  forth  in 
§  9-4.5502  i^all  not  be  made  unless  ap¬ 
proved  by  the  Director,  Division  of 
Contracts. 


§  9—4.5504  Procedure  to  be  followed  in 
multiyear  procurements. 

(a)  Formal  advertising  is  the  preferred 
method  for  use  in  multiyear  procure¬ 
ment.  Normally,  the  solicitations  shall 
request  bids  or  proposals  on  both  the 
first  year  and  the  multiyear  basis.  The 
solicitations  should  also  require  that  the 
unit  price  for  each  item  in  the  multiyear 
requirement  be  the  same  for  all  years 
included  therein,  and  that  the  portion 
of  the  cost  of  any  plant  and  equipment 
amortized  as  a  cost  of  contract  perform¬ 
ance  should  not  exceed  the  ratio  between 
the  period  of  contract  performance  and 
the  anticipated  useful  commercial  life  of 
such  plant  or  equipment.  If  competition 
for  future  procurements  of  the  supplies 
or  services  would  be  impracticable  after 
award  of  a  contract  for  the  first  year 
only,  the  solicitation  should  ask  for  bids 
only  for  the  total  multiyear  requirements. 
Any  requirements  with  respect  to  options 
and  title  to  plant  or  equipment  resulting 
from  the  policy  considerations  in 
§  9-4.5501(c)  should  also  be  set  forth  in 
the  solicitation. 

(b)  If  award  is  made  on  a  multiyear 
basis,  funds  are  obligated  only  for  the 
first  year’s  procurement  (including  any 
agreed-to  cancellation  charges),  with 
succeeding  years  funded  annually 
thereafter. 

(c)  Cancellation  results  from  notifica¬ 
tion  from  the  contracting  officer  (pur¬ 
suant  to  a  canceliation  provision  in  the 
multiyear  contract)  to  the  contractor  of 
nonavailability  of  funds  for  contract 
performance  for  any  subsequent  year  or 
failure  of  the  contracting  officer  to  notify 
the  contractor  that  funds  have  been 
made  available  for  the  succeeding  year. 
A  cancellation  charge  may  be  provided 
for  where  substantial  startup  costs  or 
substantial  contingent  expenses  are  in¬ 
volved.  In  such  cases,  the  contracting 
officer  shall,  for  each  year  except  the 
last,  establish  cancellation  ceilings  ap¬ 
plicable  to  the  remairing  years  subject 
to  cancellation.  Requirements  with  re¬ 
spect  to  cancellation  and  cancellation 
charges,  if  any,  shall  be  set  forth  in  the 
solicitation. 

(d>  Evaluation  of  offers  in  a  multi¬ 
year  procurement  involves  not  only  the 
determination  of  the  lowest  overall 
evaluated  cost  to  the  Government  for 
both  alternatives  (the  multiyear  and  the 
first-year  alternatives) ,  but  also  the 
comparison  of  the  cost  of  buying  the 
total  requirement  under  a  multiyear 
procurement  with  the  estimated  cost  of 
buying  the  total  requirement  in  succes¬ 
sive  independent  procurements.  All  the 
factoi's  to  be  considered  for  the  variom 
evaluations  involved  shall  be  set  forth 
in  the  solicitation.  The  cancellation  ceil¬ 
ings,  if  any,  shall  not  be  factors  for 
evaluation. 

(e)  Award  shall  be  made  to  that  re¬ 
sponsible  offeror  whose  offer,  conform¬ 
ing  to  the  solicitation,  will  be  most 
advantageous  to  the  Government,  price 
and  other  factors  considered.  In  no  event 
shall  award  be  made  at  an  unreasonable 
price. 

(f)  Cancellation  effected  pursuant  to 
the  “Cancellation”  clause  shall  not  be 
construed  to  tenninate  the  contract  pur¬ 


suant  to  the  “Termination”  clause  if 
the  contract  is  terminated  for  the  con 
venience  of  the  Government,  the  Gm 
emment’s  liability  shall  not  exceed  thl 
amount  then  obligated  for  contract 
formance  (including  any  agreed-to  can 
cellation  ceiling). 

§  9-4.5505  Special  clauses  for  use  in 
multiyear  contracts. 

All  multiyear  awards  made  under 
the  multiyear  procurement  method 
described  herein  shall  contain  the 
clauses  set  forth  in  §§  9-7.5006-57  imH 
9-7.5006-58.  “ 


part  9-5— special  AND  DIRECTED 
SOURCES  OF  SUPPLY 

Sec. 

9-5.000  Scope. 

Subpart  9—5.3 — Excess  Personal  Property 
9-5.300  Scope  of  subpart. 

Subpart  9-5.5 — Interagency  Motor  Pool  Vehicits 
and  Related  Services  Available  to  Govemmuil 
Contractors 

9-5.500  Scope  of  subpart. 


Subpart  9-5.9 — Use  of  GSA  Supply  Sources  by 
Contractors  Performing  Cost-Reimbursement 
Type  Contracts 


9-5.900 

Scope  of  subpart. 

9-5.901 

PoUcy. 

9-5.902 

Use  of  GSA  supply  sources  by 
AEC  cost-type  contractors. 

Subpart  9-5.10 — Use  of  Excess  Aluminum 

9-5.1000 

Scope  of  subpart. 

9-5.1001 

Policy. 

Subpart  9- 

'5.50 — Use  of  Excess  Materials  From 
GSA  Inventories 

9-5.5001 

Use  of  excess  materials  from 
General  Services  Administra¬ 
tion  Inventories. 

Subpart  9— 

5.51  — Use  of  Government  Sources  of 
Supply 

9-5.5100 

Scope  of  subpart. 

9-5.5101 

PoUcy. 

9-5.5102 

Use  of  GSA  supply  sources  for 
AEC  direct  procurements. 

9-5.5103 

Use  of  Government  sources  of 
supply  other  than  GSA. 

9-5.5104 

•  Exclusive  use  on  Govenunent 
work. 

9-5.5105 

Department  of  Defense. 

9-5.5105-1 

Source. 

9-5.5105-2 

Requisitions. 

Subpart  9- 

-5.52 — Proc'jrement  of  Speciol  Items 

9-5.5200 

Scope  of  subpart. 

9-5.5201 

Motor  vehicles. 

9-5.5201-1 

Scope  of  section. 

9-5.5201-2 

[Reserved  I . 

9-5.5201-3 

Consolidated  purchase  of  new 
vehicles  by  General  Services 
Administration . 

9-5.5201-4 

Direct  purchase. 

9-5.5201-5 

Used  vehicles. 

9-5.5201-6 

Forfeited  or  abandoned  ve¬ 
hicles. 

9-5.5202 

Typewriters. 

9-5.6202-1 

Scope. 

9-5.5202-2 

Definition. 

9-5.6202-3 

Replacement  standards. 

9-5.5202-4 

Purchase  procedures  and  re¬ 
quirements. 

9-5.5203 

Printing  equipment  and  print¬ 
ing  services. 

9-5.5203-1 

Regulations. 

9-5.5203-2 

Purchase,  exchange,  or  transfer 
of  printing  equipment. 

9-5.5204 

Alcohol. 
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eec. 

g_6.6204-l 

»-«.6204-2 

M.W04-3 

#_6.630*-4 

»-6ia04-6' 

»-6.6304-6 

2-5.6304-7 

2-6.5204-8 

2-5.5204-0 

2-6.5304-10 


2-5.5205 

2-5.620fr-l 

2-6.5305-2 

2-5.5205-3 

2-5.5206-4 

2-6.6205—5 

2-5.5206 

2-5.5206-1 

2-6.5206-2 

2-6.5306-3 

2-6.5206-4 

2-5.5206-5 

2-5.5206-5a 

2-5.5206-6 

2-5.6206-7 

2-6.6206-8 

2-6.6206-9 

2-5.5206-10 

9-5.5206-11 

2-5.5306-12 

2-5.5206-13 


2-6.5206-14 

2-5.5206-15 

2-6.5306-16 

9-5.5206-17 


2-5.5206-18 

9-5.5206-19 

9-5.5206-20 


9-5.5206-21 

9-5.5206-22 

9-5.5206-23 

9-6.5206-24 

9-5.5206-25 

2-5.5206-26 

9-5.5207 

9-5.5207-1 

9-6.5207-2 

9-5.5207-3 

9-5.5207-4 


Scope. 

Regulations. 

Application  forms  and  permits. 
Authority  to  sign  ai^licatloDa. 
Filing  appUcatlcms. 

Forms  and  authorized  plants. 
Placing  the  order. 

Notice  of  shipment. 

Orders  placed  by  cost-type  con¬ 
tractors. 

Abandoned  and  forfeited  alco¬ 
hol. 

Helium. 

Scope. 

Source  of  supply. 

Method  of  shipment. 

Relative  shipping  costs. 

Methods  of  purchases. 
Miscellaneous  Items. 

Scope. 

Aircraft. 

AEG  forms. 

Standard,  optional  and  other 
agency  forms. 

Steel  filing  cabinets. 

Security  cabinets. 

New  refrigerators. 

New  electric  water  coolers. 

Rental  of  post  office  boxes. 
Government  license  tags. 
Lubricating  and  transformer 
oil. 

Arms  and  ammunition. 
Furniture. 

Gasoline,  fuel  oil  (diesel  and 
burner),  kerosene  and  sol¬ 
vents. 

Gold. 

Purchase  of  sundry  items  from 
Government  Printing  Office. 
[Reserved] 

Mandatory  items — prison-madb 
and  blind-made  products. 
[Reserved] 

[Reserved] 

Materials  handling  equipment 
replacement  standards. 
Calibration  services. 

U.S.  Code  Annotated  and  Life¬ 
time  Federal  Digest. 
Wiretapping  and  eavesdropping 
equipment. 

Coal. 

Procurement  of  gas  masks  and 
canisters. 

Procurement  of  electronic  data 
processing  tape. 

Special  materials. 

[Reserved] 

Heavy  water. 

Platinum. 

Radium  and  radium  com¬ 
pounds. 


Swbpari  9-5.54 — Use  of  Procurement  and  Supply 
Management  Support  Services  at  the  Nevada 
Test  Site  and  the  Nuclear  Rocket  Development 
Station 


9-6.5400  Scope  of  subpart. 

9-6.5401  Policy. 

Subpart  9—5.55 — Purchase  or  Lease 
Determinations 

9-5.5500  Scope  of  subpart. 

9-5.5501  Policy.  "  * 

9-6.5502  Utilization  of  excess  equipment 

or  interests  in  equipment. 
9-5.5503  Maintenance  c*f  records. 

9-5.5504  Funding  considerations. 

9-5.5505  Leasing  of  equipment. 

Acthority:  The  provisions  of  this  Part 
9-5  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat. 
948,  42  U.S.C.  2201;  sec.  206  of  the  Federal 
***'operty  and  Administrative  Services  Act  of 
1949,  as  amended,  63  Stat.  390,  40  U.S.C.  486. 


§  9—5.000  Scope. 

(a)  This  part  Implements  and  supple¬ 
ments  FPR  Part  1-5,  Special  and 
Directed  Sources  of  Supply. 

(b)  The  AECPR  provisions  referenced 
below  pertain  to  cost-type  contractor 
procurement:  §§  9-5.300, 9-5.500, 9-5.901. 
9-5.1001,  9-5.5001,  9-5.5101,  9-5.5200,  9- 
5.5400,  and  9-5.5500. 

Subpart  9—5.3 — Excess  Personal 
Property 

§  9—5.300  Scope  of  subpart. 

(a)  This  subpart  implements  and  sup¬ 
plements  the  policies,  procedures,  and 
requirements  in  FPR  Subpart  1-5.3  con¬ 
cerning  the  use  of  excess  personal  prop¬ 
erty  as  a  source  of  supply. 

(b)  The  policies,  procedures,  and  re¬ 
quirements  of  FPR  Subpart  1-5.3  shall 
be  applied  to  cost-type  contractors. 

Subpart  9—5.5 — Interagency  Motor 
Pool  Vehicles  and  Related  Services 
Available  to  Government  Contrac¬ 
tors 

§  9—5.500  Scope  of  subpart. 

(a)  This  subpart  implements  and  sup¬ 
plements  the  policies  and  procedures  in 
FPR  Subpart  1-5.5  that  govern  Federal 
agencies  in  authorizing  their  prime  cost- 
type  contractors  and  cost-type  subcon¬ 
tractors  thereunder  to  obtain  interagency 
motor  pool  vehicles  and  related  services. 

(b)  The  provisions  of  FPR  Subpart  1- 
5.5  shall  be  followed  in  authorizing  cost- 
type  contractors  and  cost-type  subcon¬ 
tractors  to  utilize  interagency  motor  pool 
vehicles  and  related  services. 

(c)  Authorized  cost-type  contractors 
and  cost-type  subcontractors  shall  be 
required  to  submit  their  requests  for 
service  in  accordance  with  the  provisions 
of  FPR  1-5.503. 

Subpart  9-5.9 — Use  of  GSA  Supply 
Sources  by  Contractors  Performing 
Cost-Reimbursement  Type  Con¬ 
tracts 

§  9—5.900  Scope  of  subpart. 

This  subpart  prescribes  policies  and 
procedures  to  be  followed  by  AEC  offices 
regarding  the  use  of  GSA  supply  sources 
by  cost-type  contractors. 

§  9—5.901  Policy. 

It  is  AEC  policy  that  cost-type  con¬ 
tractors  should  meet  their  requirements 
from  GSA  sources  of  supply  If  these 
sources  are  made  available  to  them,  and 
if  it  is  economically  advantageous  or 
otherwise  in  the  best  interest  of  the 
Government. 

§  9—5.902  Use  of  GSA  supply  sources 
by  AEC  cosl-lype  contractors. 

(a)  Managers  of  Field  Offices  may  au¬ 
thorize  cost-type  contractors  to  use  Gen¬ 
eral  Services  Administration  (GSA)  sup¬ 
ply  sources  (l.e.,  items  available  through 
Federal  Supply  Schedule  contracts  and 
other  GSA  contracts  and  from  GSA 
stores  stock)  in  accordance  with  the  re¬ 
quirements  and  procedures  in  FPR  Sub¬ 
part  1-5.9. 

(b)  Direct  procurement  by  AEC, 
rather  than  by  a  cost-t3rpe  contractor. 


shall  be  required  where  deemed  necessary 
by  the  Managers  of  Field  Offices  in  order 
to  carry  out  special  requirements  of  ap- 
pn^rlation  acts  or  other  applicable  laws 
relating  to  particular  items. 

(c)  Contracting  officers,  when  review¬ 
ing  the  procurement  systems  and  meth¬ 
ods  of  those  cost-tsTJe  contractors  that 
have  been  authorized  to  use  GSA  sources 
of  supply,  shall  assure  that  provision  is 
made  for  documenting  the  justification 
of  procmements  from  commercial 
sources  of  items  available  from  GSA 
sources  of  supply.  The  Director,  Division 
of  Contracts  shall  be  informed  of  In¬ 
stances  in  which  GSA  sources  of  supply 
are  not  used  because  of  the  quality  of  the 
item  available  from  GSA. 

Subpart  9-5.10 — Use  of  Excess 
Aluminum 

§  9—5.1000  Scope  of  subpart. 

This  subpart  Implements  and  supple¬ 
ments  the  policies  and  procedures  in  FPR 
Subpart  1-5.10  concerning  the  use  of  ex¬ 
cess  aluminum  in  the  national  stockpile. 

§  9-5.1001  Policy. 

(a)  The  FPR  clauses  should  not  be  in¬ 
cluded  in  a  contract  for  the  operation 
and  management  of  AEC  facilities.  How¬ 
ever,  unless  such  contraat  otherwise  pro¬ 
vides  that  subcontracts  will  be  made  on 
terms  and  conditions  established  or  ap¬ 
proved  by  AEC,  specific  language  shall 
be  Included  in  the  prime  contract  to 
carry  out  the  requirements  of  this  sub¬ 
part. 

(b)  Contracting  officers  shall  assure 
that  contractors  are  informed  of  their  re¬ 
sponsibilities  imder  the  provisions  of 
FPR  1-5.10. 

(c)  AEC  offices  shall  submit  to  the 
Director,  Division  of  Contracts,  copies  of 
the  reports  to  Stockpile  Disposal  Division, 
Property  Management  and  Disposal 
Services,  GSA,  as  provided  in  FPR  1- 
5.1001-l(b)  and  FPR  l-5.1001-2(b). 

Subpart  9-5.50 — Use  of  Excess  Mate¬ 
rials  From  GSA  Inventories 

§  9—5.3001  Use  of  exoess  materials  from 
General  .Services  Administration  in¬ 
ventories. 

(a)  It  is  the  policy  of  the  AEC  to 
comply  with  the  provisions  of  the  Federal 
Property  Management  Regulations  Part 
101-14,  Strategic,  Critical  and  Other 
Material,  as  supplemented  from  time  to 
time  by  FPMR  Bulletins. 

(b)  On  January  30,  1963,  the  Presi¬ 
dent  approved  a  report  submitted  by  the 
Executive  Stockpile  Committee  contain¬ 
ing  various  recommendations  covering 
long-range  disposals  of  excess  stockpile 
materials.  The  report  provides  that  Fed¬ 
eral  agencies  should  continue  to  purchase 
their  needs  for  surplus  stockpile  mate¬ 
rials  from  the  General  Services  Admin¬ 
istration.  In  order  to  implement  this 
policy  for  AEC  procurement,  field  offices 
shall  carefully  screen  the  lists  of  excess 
materials  to  determine  the  extent  to 
which  AEC  requirements  can  be  filled  by 
use  of  excess  stockpile  materials. 

(c)  Property  Management  and  Dis¬ 
posal  Service,  General  Services  Adminis¬ 
tration,  Washington,  D.C.  20405,  should 
be  contacted  directly  for  any  detailed 
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infoiination  concerning  specifications, 
prices,  and  method  of  placing  the  order. 

<d)  For  reimbursement  of  ABC  orders, 
a  Form  1080  will  be  Issued  by  GSA,  which 
should  be  executed  by  the  ABC  oflOce  con¬ 
cerned  within  30  days  from  the  date  of 
issuance  by  GSA.  ABC  cost-type  con¬ 
tractors  will  be  billed  directly  by  GSA  for 
all  orders  submitted  directly  by  them. 

(e>  Each  field  office  shall  submit  a 
monthly  report  to  the  Division  of  Con¬ 
tracts,  Headquarters,  indicating  the 
number  of  piurchases  of  stockpile  mate¬ 
rial  by  the  field  office  and  its  cost-type 
contractors,  and  the  quantity,  grade,  and 
market  value  of  such  material. 

(f)  Contracting  officers  shall  require 
their  cost-type  contractors  operating 
ABC  facilities  to  screen  the  lists  of  excess 
materials  and  advise  the  ABC  contract¬ 
ing  office  concerning  their  needs  which 
can  be  filled  from  the  General  Services 
Administration  inventories. 

Subpart  9-5.51 — Use  of  Government 
Sources  of  Supply 
§  9—3.5100  Scope  of  Hubpart. 

This  subpart  sets  forth  procedures  to 
be  followed  in  making  purchases  from 
Government  sources.  (For  the  purchase 
of  specific  items,  see  Subpart  9-5.52, 
Procurement  of  Special  Items.) 

§  9— .3.5101  Policy. 

It  is  ABC  policy  to  use  Government 
sources  of  supply  to  the  fullest  extent 
practicable,  and  that  cost-type  contrac¬ 
tors  should  meet  their  requirements  from 
Government  sources  of  supply,  if  these 
sources  are  made  available  to  them  and 
if  it  is  economically  advantageous  or 
otherwise  in  the  best  Interest  of  the 
Government. 

§  9—5.5102  Use  of  GSA  supply  sources 
for  AEG  direct  procurements. 

(For  the  use  of  GSA  supply  sources 
by  cost-typ)e  contractors,  see  Subpart 
9-5.9.) 

Items  listed  in  Federal  Supply  Sched¬ 
ules  and  in  Federal  Supply  Service  stores 
catalogs  shall  be  procured  in  accordance 
with  FPMR  101-26.3  and  101-26.4. 

§  9—3.5103  Use  of  Government  sources 
of  supply  other  than  GSA, 

(a)  Managers  of  Field  Offices  may  au¬ 
thorize  cost-type  contractors  to  acquire 
materials  and  services  directly  from  such 
Government  sources  of  supply  in  accord¬ 
ance  with  the  requirements  of  this  sub¬ 
part  or  the  consent  of  agencies  involved. 

(b)  Direct  procurement  by  ABC,  rather 
than  by  a  cost-type  contractor,  shall  be 
required  where  deemed  necessary  by  the 
Managers  of  Field  Offices  in  order  to 
carry  out  special  reqiiirements  of  appro¬ 
priation  acts  or  other>  applicable  laws 
relating  to  particular  items. 

§9— .3..3104  Exclusive  use  on  Govern¬ 
ment  work. 

Materials,  supplies,  and  equipment 
procured  from  Government  sources  of 
supply  imder  the  procedures  described 
herein  must  be  used  exclusively  in  con¬ 
nection  with  Government  work  except  as 
otherwise  authorized  by  Managers  of 
Field  Offices. 


§  9—5.5105  Department  of  Defense. 

§  9—5.5105—1  Source. 

Many  supply  facilities  and  contracts 
of  the  Department  of  defense  are  made 
available  to  ABC  and  its  cost-type  con¬ 
tractors.  Field  Offices  will  be  notified  by 
the  Division  of  Contracts  when  such  con¬ 
tracts  and  facilities  are  made  available. 
Inquiries  in  connection  with  these 
sources  may  be  directed  to  the  Director, 
Division  of  Contracts.  Requisitions  or 
purchase  orders  shall  be  submitted  di¬ 
rectly  to  these  sources,  unless  otherwise 
specified. 

§  9—3.5103—2  Requisitions. 

Contractors’  requisitions  submitted  to 
Defense  Supply  centers  should  include 
the  following  statement  on  the  requisi¬ 
tion  :  “The  consignee  of  the  supplies  and 
materials  requisitioned  herein  is  acting 
in  behalf  of  and  as  agent  for  the  U.S. 
Atomic  Bnergy  Commission  with  respect 
to  the  expenditure  of  Government 
funds.”  Orders  submitted  directly  to  DoD 
contractors  shall  be  accompanied  by  an 
authorization  substantially  similar  to 
that  in  FPR  1-5.903-2. 

Subpart  9—5,52 — Procurement  of 
Special  Items 

§  9— .3..3200  Svope  of  subpart. 

This  subpart  sets  forth  requirements 
and  procedures  for  the  acquisition  of 
special  items  by  ABC  and  cost-type  con¬ 
tractors  to  the  extent  indicated  herein. 

§  9— 5. .3201  Motor  vehicles. 

§  9—3.5201—1  Scope  of  section. 

This  section  covers  the  acquisition  of 
motor  vehicles  including  new,  used,  for¬ 
feited,  and  abandoned  vehicles  for  use  by 
either  the  ABC  or  cost-type  contractors. 

§  9—3.3201—2  [Reserved] 

§  9—5.5201—3  Consolidated  purchase  of 
new  vehicles  by  General  Services 
Administration. 

(a)  Vehicles  for  use  by  AEC  or  AEC 
cost-type  contractors.  New  vehicles  for 
use  by  ABC  and  AEC  cost-type  contrac¬ 
tors  shall  be  procured  in  accordance 
with  FPMR  101-26.501. 

(b)  Submission  of  purchase  orders. 
Except  as  determined  necessary  for  in¬ 
ternal  accovmting  needs  or  purchasing 
records,  orders  should  be  made  using 
GSA  Form  1781  for  vehicles  covered  by 
Federal  Standard  122.  ABC  Form  103  or 
contractors’  purchase  order  forms  should 
be  used  for  vehicles  not  covered  by  Fed¬ 
eral  Standard  122. 

(c)  Schedule  of  dates  for  submission 
or  orders.  Generally,  Managers  of  Field 
Offices  shall  consolidate  and  submit 
directly  to  GSA  their  requirements 
for  vehicles  not  included  in  volume 
procurements. 

(d)  Replacement  of  used  vehicles. 
Managers  of  Field  Offices  and  the  Di¬ 
rector,  Division  of  Headquarters  Services 
may  arrange  to  sell  used  motor  vehicles 
being  replaced  and  to  apply  the  proceeds 
on  the  purchase  of  similar  new  vehicles. 
However,  in  the  event  personnel  are  not 
available  to  make  such  sales,  or  it  is  in 
the  best  interest  of  a  particular  office. 


GSA  may  be  requested  to  sell  the  used 
vehicles. 

§  9-5.5201-4  Direct  purchase. 

Vehicles  may  be  procured  by  flew 
offices  from  other  sources  where  speclflc 
clearance  has  been  granted  by  qsa  or 
where  procurement  through  the  Federal 
Supply  Service,  GSA,  would  impair  or 
adversely  affect  the  program.  The  pur¬ 
chase  price  shall  not  exceed  any  statu¬ 
tory  limitation  in  effect  at  the  time  the' 
purchase  is  made. 

§  9—5.5201—5  Used  vehicles.  ! 

Normally  AEC  does  not  purchase  or  ! 
authorize  cost-type  contractors  to  pur-  ' 
chase  used  vehicles.  However,  Managers 
of  Field  Offices  may  authorize  the  pur¬ 
chase  of  used  vehicles  where  justified  by 
special  circumstances,  e.g.,  when  new 
vehicles  are  in  short  supply  or  the  ve¬ 
hicles  are  to  be  used  for  experimental 
or  test  purposes.  (The  passenger  vehicle 
allocation  requirements  for  ABC  shall 
apply  to  any  purchase  of  used  vehicles 
except  in  the  case  of  those  to  be  used 
exclusively  for  experimental  or  test 
purposes.) 

§  9-5.5201-6  Forfeited  or  abandoned 

vehicles. 

Vehicles  which  have  been  abandoned 
to,  or  seized  by  and  forfeited  to,  the 
Government  are  available  for  transfer  to 
Federal  agencies  by  the  Federal  Supply 
Service,  GSA,  in  accordance  with  the 
provisions  of  the  Act  of  August  27,  1935 
(40  U.S.C.  sections  304f-304m),  When¬ 
ever  forfeited  or  abandoned  vehicles  are 
available  for  transfer  to  AEC,  the  Utili¬ 
zation  and  Disposal  Service,  Personal 
Proijerty  Division,  Region  3,  (jrSA,  Wash¬ 
ington,  D.C.  20407,  will  notify  the  Divi¬ 
sion  of  Contracts,  Headquarters,  of  such 
availability  and  allow  AEC  approxi¬ 
mately  3  days  to  determine  whether  the 
vehicles  can  be  utilized.  Within  that  time, 
the  Division  of  Contracts  will  make  the 
necessary  arrangements  with  GSA  for 
the  release  of  any  required  vehicles.  (See 
FPMR  101-43.4.) 

§  9—5.5202  Typewriters. 

§  9-5.5202-1  .Scope. 

This  section  covers  the  purchase,  for 
use  by  either  AEC  or  cost-type  con¬ 
tractors,  of  (a)  typewriters  whether  to 
fill  initial  requirements  or  for  replace¬ 
ment  purposes  and  (b)  typewriter  re¬ 
pair  and  reconditioning  services. 

§  9—5.5202—2  Definition. 

“Typewriters”  are  manually  and  elec¬ 
trically  operated  machines  having  stand¬ 
ard  or  special  keyboards,  designed  to 
produce  printed  characters  by  impres¬ 
sion  of  type  up>on  paper  through  the 
medium  of  an  inked  ribton.  The  term  in¬ 
cludes  the  varltyper,  hektowriter,  pro¬ 
portional  spacer,  flexowriter,  justowritcr, 
and  portable  typewriting  machines  but 
does  not  include  bookkeeping,  billing,  or 
teletypewriting  machines. 

§  9—5.5202—3  Replacement  standards. 

Typewriters  shall  be  purchased  for  re¬ 
placement  purposes  in  swxjordance  with 
the  standards  established  by  GSA. 
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§91-5,5202—4  Purchase  procedures  and 

requirements. 

(a)  Orders.  Purchase  orders  for  type¬ 
writers,  whether  for  replacement  or 
othMwise,  shall  be  prepared  and  trans¬ 
mitted  to  the  appropriate  Federal  Supply 
Schedule  contractor.  AEG  contracting 
ofQcers  shall  use  Form  AEC-103  for  such 
purchases.  When  cost-type  contractors 
are  authorized  to  make  purchases  under 
Federal  Supply  Schedules,  Managers  of 
Field  Offices  may  authorize  them  to  use 
their  own  purchase  order  forms  properly 
identified  according  to  FPR  Subpart 
1-5.9. 

(b)  Electric  typewriters.  Electric  type¬ 
writers  for  use  by  AEG  and  its  cost-type 
contractors  may  be  purchased  only  when 
the  AEG  standards  are  met. 

(c)  Regulations.  The  procurement  of 
typewriters  that  will  be  used  for  printing 
shall  comply  with  the  approval  require¬ 
ments  of  the  Joint  Gommittee  on 
Printing. 

§  9-5.5203  Printing  equipment  and 
printing  services. 

§  9-5.5203—1  Regulations. 

The  Joint  Gommittee  on  Printing, 
Congress  of  the  United  States,  periodi¬ 
cally  publishes  “Government  Printing 
and  Binding  Regulations.”  These  regula¬ 
tions  govern  the  acquisition,  use,  and 
disposal  of  printing  equipment  and  the 
procurement  of  printing  services.  When 
cost-type  contractors  operate  printing 
plants.  Managers  of  Field  Offices  shall 
require  such  contractors  to  comply  with 
those  portions  of  the  regulations  covering 
the  operation  of  printing  plants. 

§  9-5.5203—2  Purchase,  exchange,  or 
transfer  of  printing  equipment. 

All  purchases  of  new  printing  equip¬ 
ment  (including  replacements  for  exist¬ 
ing  equipment) ,  transfers  of  equipment 
from  one  printing  plant  to  another,  or 
disposals  of  equipment  as  excess  prop¬ 
erty  must  be  approved  by  the  Joint  Gom¬ 
mittee  on  Printing,  whether  such  actions 
are  to  be  taken  by  AEG  or  by  cost-type 
contractors.  Requests  for  approval  shall 
be  submitted  through  the  Publications 
and  Visual  Aids  Branch,  Division  of 
Headquarters  Services.  When  approval 
to  purchase  is  granted,  printing  equip¬ 
ment  should  be  purchased  either  by 
AEG  or  cost-type  contractors  in  accord¬ 
ance  with  regular  procurement  pro- 
cediues. 

§  9-5.5204  Alcohol. 

§  9-5.5204-1  Scope. 

This  section  covers  (a)  Internal  Rev¬ 
enue  Service,  Treasury  Department, 
alcohol  regulations  applicable  to  AEG, 

(b)  delegations  of  authority  to  submit 
applications  to  purchase  tax-free  al6o- 
hol  or  specially  denatured  alcohol,  and 

(c)  purchases  of  alcohol  by  AEG  or  cost- 
type  contractors.  To  the  fffilest  extent 
practicable,  alcohol  for  use  by  AEG  or 
its  cost-type  contractors  shall  be  pro¬ 
cured  on  a  tax-free  basis. 

§  9—5.5204—2  Regulations. 

Internal  Revenue  Service  regulations 
relating  to  the  procurement  and  use  of 


alcohol  free  of  tax,  by  Government 
agencies,  are  set  forth  in  26  GFR 
213.141-213.146.  Gopies  of  excerpts  from 
these  regulations  may  be  secured  from 
the  Alcohol  and  Tobacco  Tax  Division, 
Internal  Revenue  Service,  Treasury  De¬ 
partment,  Washington,  D.G.  20224. 
These  regulations  will  be  followed  in  the 
procurement  of  alcohol. 

§  9—5.5204—3  Application  forms  and 
permits. 

Treasury  Department  Form  1486, 
“Specially  Denatured  Spirits  for  Use  of 
United  States,”  and  Treasury  Depart¬ 
ment  Form  1444,  “Tax  Free  Spirits  for 
Use  of  United  States,”  shall  be  used  for 
procurements  of  specially  denatured 
alcohol  and  ethyl  alcohol,  respectively. 
Part  I  of  each  form  is  the  application  for 
permission  to  procure  and  Part  II  is  the 
permit.  If  procurement  from  more  than 
one  warehouse  is  desirable,  separate  ap-' 
plications  must  be  made  for  withdrawals 
from  each  warehouse.  When  permits  are 
no  longer  required,  they  should  be  for¬ 
warded  to  the  Alcohol  and  Tobacco  Tax 
Division,  Internal  Revenue  Service  for 
cancellation.  Alcohol  procirred  by  use  of 
the  Treasury  Department  forms  referred 
to  in  this  subsection  shall  be  used  ex¬ 
clusively  on  AEG  work. 

§  9—5.5204 — 4  Authority  to  Siign  applica¬ 
tions. 

Specific  AEG  personnel  have  been  au¬ 
thorized  to  execute  Part  I  of  Forms  1444 
and  1486  by  letters  to  the  Gommissioner 
of  Internal  Revenue  Service  without 
power  of  redelegation.  Gopies  of  such 
letters  have  been  furnished  to  field 
offices.  In  addition,  the  Director,  Divi¬ 
sion  of  Gontracts  has  been  authorized  to 
sign  and  delegate  to  others  authority  to 
sign  applications  imder  Internal  Revenue 
regulations  relating  to  the  procurement 
and  use  of  alcohol  free  of  tax.  Only  the 
individuals  so  authorized  shall  execute 
Part  I  of  these  forms.  Requests  by  field 
offices  for  new  authorizations  or  discon¬ 
tinuance  of  existing  authorizations  shall 
be  submitted  by  letter  to  the  Division  of 
Gontracts,  Headquarters.  Requests  for 
new  authorizations  shall  be  accompanied 
in  each  case  by  a  3"  x  5”  plain  card  with 
the  following  information  typed  thereon: 

Mr.  _ ,  whose  sig¬ 

nature  appears  below.  Is  authorized  to  sign 
application  Forms  1444  and  1486,  on  behalf 
of  the  Atomic  Energy  Commission. 


(Signature) 


(Title) 

§  9—5.5201—5  Filing  applications. 

Applications  shall  be  executed  in 
duplicate  by  the  authorized  AEG  official 
and  mailed  directly  to  the  Director,  Al¬ 
cohol  and  Tobacco  Tax  Division  of  In¬ 
ternal  Revenue  Service,  Washington, 
D.G.  20224.  No  transmittal  letter  is  re¬ 
quired.  Where  alcohol  or  specially  de¬ 
natured  alcohol  is  for  use  directly  by 
AEG,  the  form  shall  indicate  that  ship¬ 
ment  shall  be  made  to  the  appropriate 
AEX3  field  office.  Where  a  cost-type  con¬ 
tractor  will  be  the  user,  the  form  shall 
indicate  that  shipment  shall  be  made  to 


the  Atomic  Energy  Gommission  in  care 
of  the  cost-type  contractor. 

§  9—5.5204—6  Forms  and  authorized 
plants. 

Periodically,  the  Alcohol  and  Tobacco 
Tax  Division,  Internal  Revenue  Service, 
publishes  printed  lists  of  Distilled  Spirits 
Plants,  Bonded  Warehouses  and  De- 
natming  Plants  Authorized  to  Operate. 
These  lists  are  supplied  to  officials  au¬ 
thorized  to  submit  applications.  Extra 
copies  of  these  lists  and  supplies  of 
Forms  1444  and  1486  may  be  secured  by 
written  request  to  the  Alcohol  and  To¬ 
bacco  Tax  Division,  Internal  Revenue 
Service,  Washington,  D.G.  20224. 

§  9—5.5204—7  Placing  tlie  order. 

A  signed  copy  of  the  permit  shall  ac¬ 
company  the  original  purchase  order 
issued  to  the  plant  or  warehouse,  where 
it  will  be  retained.  Subsequent  orders 
shall  refer  to  the  permit  on  file  in  the 
plant  or  warehouse.  Order  Form  AEG- 
103  shall  be  issued  by  AEG  for  cost-tsqie 
contractors’  requirements,  except  as  pro¬ 
vided  in  §  9-5.5204-9. 

§  9—5.5204—8  Notice  of  »iliipmenl. 

When  alcohol  is  shipped,  the  shipper 
prepares  the  required  forms  as  specified 
by  Internal  Revenue  Service  regulations 
and  forwards  them  to  the  consignee. 
Upon  receipt  of  the  receiving  report 
covering  the  shipment,  the  officer  who 
signed  the  purchase  order  shall  execute 
the  certificate  of  receipt  and  forward  it 
to  the  appropriate  District  Supervisor, 
Internal  i^venue  Service.  The  carrier 
transporting  the  alcohol  shall  also  be 
given  a  receipt  as  specified  by  Internal 
Revenue  Service  regulations. 

§  9— 5.520‘1— 9  Orders  placed  by  cosi- 
type  contractors. 

(a)  Specially  denatured  alcohol.  Man¬ 
agers  of  Field  Offices  may  authorize  cost- 
type  contractors  to  apply  for  permits  to 
purchase  specially  denatured  alcohol, 
subject  to  restrictions  of  Internal 
Revenue  Service  as  to  end  use.  In 
order  to  qualify,  cost-type  contractors 
must  be  bonded,  must  submit  reports, 
and  are  subject  to  inspection  by  Internal 
Revenue  Service. 

(b)  Tax-free  alcohol.  Under  Internal 
Revenue  Service  regulations,  cost-type 
contractors  E>erforming  scientific  or  re¬ 
search  work  or  operating  hospitals  are 
permitted  to  procure  alcohol  tax  free. 
These  regulations  require  bonding  under 
certain  circumstances,  submission  of  re¬ 
ports,  and  inspection  by  Internal  Rev¬ 
enue  Service. 

(c)  AEC  versus  cost-type  contractor 
alcohol  procurement.  Purchase  may  be 
made  by  either  AEG  or  cost-type  con¬ 
tractors,  whichever  is  in  the  best  inter¬ 
ests  of  the  Government,  taking  into  con¬ 
sideration  administrative  costs  and  any 
other  pertinent  factors  that  may  be  ap¬ 
plicable  to  individual  situations.  On  pur¬ 
chases  for  recurring  requirements,  one  of 
the  factors  to  consider  is  that  for  pur¬ 
chases  by  AEG,  the  bonding,  reporting, 
and  inspection  requirements  do  not 
apply. 
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§  9—5.5204—10  Abandoned  and  forfeited 
alcohoL 

Abandoned  and  forfeited  alcohol  which 
has  come  into  the  custody  or  control  of 
any  Federal  agency  may  be  obtained  by 
following  the  procedure  set  forth  in 
PPMR  101-43.4. 

§  9—5.5205  Helium. 

§  9—5.5205—1  Scope. 

This  section  covers  acquisition  of 
helium  for  use  by  either  AEC  or  cost- 
type  contractors:  and  methods  of  ship¬ 
ment. 

§  9-5.5205—2  Source  of  supply. 

To  the  extent  that  supplies  are  readily 
available,  all  major  requirements  of 
helium  shall  be  purchased  from  the  Sec¬ 
retary  of  the  Interior.  See  Public  Law 
86-777,  as  amended  (50  U.S.C,  §  167d). 

§  9—5.5205—3  Method  of  shipment. 

The  usual  methods  of  shipment  are: 

(a)  In  Government-owned  helium 
tank  cars  operated  from  a  central  Gov¬ 
ernment  p>ool.  The  capacity  of  a  car  Is 
approximately  275,000  cu.  ft.  of  helium, 
measured  at  standard  conditions; 

(b)  In  standard-type  cylinders  which 
hold  approximately  237  cu.  ft.  under  nor¬ 
mal  conditions;  and 

(c)  In  specially  built  helium  semi¬ 
trailers  with  a  capacity  of  approximately 
95,000  cu.  ft.  of  heliiun,  measured  at 
standard  conditions. 

§  9—5.5205—4  Relative  shipping  costs. 

Shipments  of  helium  in  standard-type 
cylinders  are  approximately  three  times 
as  costly  as  shipments  in  tank  cars  be¬ 
cause,  (a)  freight  costs  must  be  paid 
both  ways  on  the  cylinders  and  only  one 
way  on  tank  cars,  and  (b)  cylinder 
weights  are  greater  in  relation  to  the 
helium  carried.  It  may,  therefore,  be 
more  economical  to  obtain  small  quan¬ 
tities  of  helium  from  local  distribu¬ 
tors  or  nearby  Government  installations. 
Shipment  of  cylinders  by  truck  may  be 
more  economical  than  by  rail  under  some 
circumstances,  depending  on  location 
and  the  existence  of  special  freight  rates. 

§  9—5.5205—5  Methods  of  purchases. 

Purchases  from  the  Secretary  of  the 
Interior  for  either  AEC  or  cost-type  con¬ 
tractors’  requirements  for  helium  is  made 
by  using  Form  AEC-103  (or  the  cost-t3q)e 
contractor  purchase  order  properly  iden¬ 
tified  as  in  the  tise  of  Government 
Sources  of  Supply)  and  forwarding  it 
in  duplicate  to  the  Helium  Activity,  Bu¬ 
reau  of  Mines,  Department  of  the  Inte¬ 
rior,  Amarillo,  Tex.  Local  orders  may  be 
placed  either  by  AEC  or  the  cost-type 
contractor  as  administratively  deter¬ 
mined  by  field  ofiBces. 

§  9—5.5206  Miscellaneous  items. 

§  9—5.5206—1  Scope. 

This  section  sets  forth  the  procedures 
and  requirements  for  the  purchase  of 
various  miscellaneous  items.  These 
procedures  and  requirements  shall  be 
applied  to  cost-type  contractors  to  the 
extent  indicated  in  each  subsection  of 
this  section. 


§  9-5.5206-2  Aircraft. 

All  acquisitions  of  aircraft  by  either 
AEC  or  cost-type  contractors  (except  for 
temporary  (30  days  or  less)  rent^  or 
loans)  shall  be  approved  in  advance  by 
the  Director,  Division  of  Contracts. 

§  9-5.5206-3  AEC  forms. 

(a)  Definition.  AEC  forms  are  those 
approved  by  the  Office  of  the  Controller, 
Headquarters,  for  use  throughout  AEC. 

(b)  Ordering  AEC  forms.  (1)  AEC  of¬ 
fices  shall  consolidate  their  requirements 
for  each  form  for  all  installations  under 
their  jurisdiction  for  minimum  periods 
of  6  months  and  submit  them  to  the 
Publications  and  Visual  Aids  Branch, 
Division  of  Headquarters  Services,  as  re¬ 
quested  during  February  and  August  of 
each  year.  Forms  may  be  requisitioned  in 
units  of  ten  (10)  or  five  hundred  (500). 

(2)  Additional  requisitions  within  the 
6-month  period  shall  be  submitted  only 
in  unusual  circumstances.  Such  requisi¬ 
tions  shall  be  submitted  on  Form  AEC 
205  to  the  Publications  and  Visual  Aids 
Branch,  Division  of  Headquarters  Serv¬ 
ices. 

(c)  Cost-type  contractors  shall  obtain 
their  requirements  for  AEC  forms 
through  the  AEC. 

§  9—5.5206—4  Standard,  optional  and 
other  agency  forms. 

(a)  Source  of  supply.  The  General 
Services  Administration  stocks  for  issue 
to  agencies  standard  forms  approved  by 
the  Bureau  of  the  Budget  or  the  General 
Accounting  Office  and  other  common- 
use  forms,  such  as  Treasury  forms,  Civil 
Service  forms,  and  optional  forms.  The 
Federal  Supply  Stores  Catalog  lists  forms 
carried  in  stock. 

(b)  Ordering  forms  from  Federal  Sup¬ 
ply.  Service.  AEC  offices  shall  submit 
piu-chase  orders  for  standard  forms,  ex¬ 
cept  as  specified  in  paragraph  (c)  of  this 
section,  directly  to  the  appropriate  Fed¬ 
eral  Supply  Stores  Depot.  Orders  for 
forms  may  include  requests  for  other 
items  normally  carried  in  stock.  Orders 
for  quantities  of  forms  in  excess  of  quan¬ 
tities  normally  furnished  from  stock  will 
be  extracted  by  the  stores  depot  and  sent 
to  GSA  Region  3,  Washington,  D.C. 
20407,  to  be  filled  either  by  GSA  Region 
3  or  by  the  Government  Printing  Office. 

(c)  Overprinted  or  altered  forms. 
Forms  that  require  overprinting,  serial 
numbering,  or  different  grade,  weight,  or 
color  of  paper,  or  a  major  alteration  in 
construction  shall  be  requisitioned  from 
the  publications  and  Visual  Aids  Branch, 
Division  of  Headquarters  Services. 

(d)  Cost-type  contractors  shall  obtain 
their  requirements  for  standard,  option¬ 
al,  and  other  agency  forms  through  the 
AEC. 

§  9—5.5206—5  Steel  filing  cabinets. 

(a)  Procurement  of  steel  filing  cabi¬ 
nets,  by  either  AEC  or  cost-tjrpe  con¬ 
tractors,  is  subject  to  AEC  utilization 
requirements  and  the  moratoritim  on 
purchase  imposed  by  FPMR  101-25. 
104-2. 

(b)  Requirements  for  all  letter-  and 
legal-size  general-purpose  steel  cabinets 


which  cannot  be  met  within  AEC  shall 
be  submitted  to  the  appropriate  GSA 
regional  office  accompanied  by  or  fol¬ 
lowing  written  certification  by  the  AEC 
Field  Office  Manager  concerning  the  need 
and  the  actions  prerequisite  to  ordering 
as  outlined  in  FPMR  101-26.308-1  and -2 

(c)  To  the  fullest  extent  possible,  the 
five-drawer  cabinet  shall  be  procur^. 

(d)  Requirements  concerning  p^. 
curement  of  insulated  file  cabinets  and 
those  required  for  classified  records  are 
covered  in  §  9-5.5206-5a. 

§  9— 5.5206-3a  Security  cabinets. 

(a)  FPMR  101-25.104—2  states  that 
the  moratorium  on  the  purchase  of  filing 
cabinets  does  not  apply  to  fire-resistant 
insulated  file  cabinets  and  those  required 
for  storage  of  classified  records  desig- 
nated  as  security  file  cabinets  by  GSA. 
However,  for  AEC  purposes,  such  cabi¬ 
nets  shall  not  be  procured  by  AEC  or 
cost-type  contractors  imless  approved  by 
the  Manager  of  a  Field  Office  on  the 
basis  that  AEC  utilization  requirements 
and  the  “prerequisites  to  ordering" 
criteria  outlined  in  FPMR  101-26.308-1 
have  been  met  (GSA  approval  not  re¬ 
quired)  . 

(b)  In  the  event  any  security  cabinets 
are  approved  for  purchase,  the  proce¬ 
dures  established  in  FPMR  101-26.507  for 
consolidated  procurement  of  security 
cabinets  shall  be  followed. 

§  9—5.5206—6  New  refrigerators. 

AEC  offices  shall  procure  new  refriger¬ 
ators  in  accordance  with  FPMR  101- 
26.503.  When  cost-tyrpe  contractors,  con¬ 
sistent  with  the  policy  set  forth  in 
§  9-5.901,  procure  new  refrigerators  from 
GSA  supply  sources,  they  shall  procure 
in  accordance  with  FPMR  101-26.503. 

§  9—5.5206—7  New  electric  water  coolers. 

AEC  offices  shall  procure  new  electric 
water  coolers  in  accordance  with  FPMR 
101-26.502.  When  cost-tsT©  contractors, 
consistent  with  the  policy  set  forth  in 
§  9-5.901,  procure  new  electric  water 
coolers  from  GSA  supply  sources,  they 
shall  procure  in  accordance  with  FPMR 
101-26.502. 

§  9—5.5206—8  Rental  of  post  office 
boxes. 

AEC  offices  and  cost-type  contractors 
may  rent  post  office  boxes  on  an  annual 
basis,  or  for  shorter  periods  by  quarters 
where  necessary.  Payments  for  aimual 
rentals  are  to  be  made  in  advance  at  the 
beginning  of  the  fiscal  year,  and  for 
periods  of  less  than  a  year  either  in  ad¬ 
vance  for  the  whole  period,  or  at  the 
beginning  of  each  quarter  in  which  the 
box  is  to  be  used. 

§  9—5.5206—9  Government  license  tags. 

(a)  In  the  District  of  Columbia.  Offi¬ 
cial  Government  tags  shall  be  procured 
(without  charge)  by  the  Procurement, 
Supply  and  Transportation  Branch, 
Division  of  Headquarters  Services,  from 
the  Department  of  Vehicles  and  Traffic, 
District  of  Columbia,  for  all  motor  vehi¬ 
cles  (except  vehicles  exempt  for  security 
purposes)  operated  principally  in  the 
Metropolitan  Area  of  Washington,  D.C. 
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(b)  Outside  the  District  of  Columbia. 
offices  operating  Govemment- 
^ed  motor  vehicles  for  official  purposes 
(Including  Government  vehicles  operated 
by  cost-type  contractors),  principally 
outside  the  Metropolitan  Area  of  Wash¬ 
ington.  D.C.,  shall  (except  for  vehicles 
exempt  for  security  purposes)  procure 
official  U.S.  Government  tags  from  the 
Superintendent  of  Industries,  District  of 
Columbia,  Department  of  Correction, 
Lorton,  Va.,  in  accordance  with  the  fol¬ 
lowing  instructions  • 

(1)  Orders  (Form  AEC-103)  shall 
Include  code  letter  “E”  and  tag  numbers, 
delivery  dates,  consignment  and  shipping 
instructions,  symbol  of  the  appropria¬ 
tion  to  be  charged,  amoimt  of  obligation 
which  has  been  established  on  the  books 
of  the  AEC  Field  Office,  and  the  signature 
of  an  officer  authorized  to  obligate  the 
appropriation  to  be  charged. 

(2)  See  FPMR  101-38.3  concerning 
prices  to  be  used  for  obligation  purposes 
when  ordering  tags. 

(3)  Where  the  size  of  the  shipment  re¬ 
quires  use  of  a  Government  bill  of  lading, 
that  document  shall  accompany  the 
purchase  order.  Where  quantities  are 
mailable,  the  District  of  Columbia,  De¬ 
partment  of  Correction,  will  supply  the 
necessary  postage  and  add  the  cost  to 
the  invoice.  (A  pair  of  tags  weighs  ap¬ 
proximately  1  pound,  1  ounce.) 

(4)  The  letter  “E”  is  the  prefix  symbol 
for  AEC  official  license  tags.  Block  num¬ 
bers  have  been  assigned  to  field  offices. 
Additional  numbers  will  be  assigned  by 
the  Division  of  Contracts,  Headquarters, 
when  requested. 

(c)  Special  plates.  Special  plates  for 
security  purposes  shall  be  pmchased  by 
AEC  offices  for  AEC  and  cost-type  con¬ 
tractors  in  accordance  with  local  laws, 
regulations  and  instructions. 

§9-5.5206—10  Lubricating  and  trans¬ 
former  oil. 

AEC  offices  shall  proctrre  lubricating 
and  transformer  oil  in  accordance  with 
PPMR  101-26.602.  When  cost-type  con¬ 
tractors,  consistent  with  §  9-5.901,  pro¬ 
cure  lubricating  and  transformer  oil 
from  QSA  supply  sources,  they  shall 
procure  in  accordance  with  FPMR 
101-26.602. 

§  9-5.5206—1 1  Arms  and  ammunition. 

Pursuant  to  10  U.S.C.  4655,  the  Sec¬ 
retary  of  the  Army  is  authorized  to 
furnish  arms,  suitable  accouterments 
for  use  therewith,  and  ammunition  for 
the  protection  of  public  money  and 
property. 

(a)  The  Department  of  the  Army  has 
granted  a  general  clearance  for  Federal 
agencies  to  procure,  without  fiuther  ref¬ 
erence  to  or  clearance  from  that  Depart¬ 
ment,  all  arms  and  ammunition  of  types 
which  are  not  i^uliar  to  the  military 
services,  and  which  are  readily  procura¬ 
ble  in  the  civilian  market. 

(b)  Procurement  of  arms  and  ammu¬ 
nition  readily  procurable  in  the  civilian 
market  shall  be  made  in  accordance  with 
regular  prociurement  procedure  by 
either  AEC  or  cost-type  contractors. 


(c)  Procurement  of  arms  and  ammu¬ 
nitions  for  AEC  or  cost-type  contractors 
which  are  peculiar  to  the  nfilltary  serv¬ 
ices  shall  made  by  the  AEC  by  sub¬ 
mission  of  order  Form  AEC-103  to  the 
Commanding  General,  U.S.  Army  Ma¬ 
teriel  Command,  Washington,  D.C. 
20315. 

§  9—5.5206—12  Furniture. 

AEC  offices  and  cost-type  contractors 
shall  procure  furniture  ui  accordance 
with  FPMR  101-26.505. 

§  9—5.5206—13  Gasoline,  fuel  oil  (diesel 
and  burner),  kerosene,  and  solvents. 

AEC  offices  and  cost-type  contractors 
shall  submit  their  requirements  for  gaso¬ 
line,  fuel  oil  (diesel  and  burner),  kero¬ 
sene,  and  solvents  to  the  GSA  regional 
office  servicing  the  State  in  which  de¬ 
livery  is  required  in  accordance  with 
FPMR  101-26.404. 

§  9-5.5206-14  Gold. 

Purchase  of  gqld  or  gold  scrap  by  the 
AEC  or  its  cost-type  contractors  does  not 
require  licensing  as  long  as  title  to  the 
gold  is  vested  in  the  Government.  All 
such  purchases,  however,  unless  made 
from  another  Government  agency  shall 
be  made  from  a  commercial  firm  holding 
a  U.S.  Treasury  Department  gold  license 
authorizing  such  transactions. 

§  9—5.5206—15  Purchases  of  sundry 
items  from  Government  Printing 
Office. 

AEC  offices  shall  purchase  from  the 
Government  Printing  Office,  Washington, 
D.C.  20401,  paper,  envelopes,  inks,  glues, 
and  other  supplies,  as  listed  in  the  cur¬ 
rent  GPO  Catalog  and  Price  List  for  such 
items;  except  that  AEC  offices  may  pur¬ 
chase  such  items  from  other  sources 
when  it  is  more  economical  to  do  so, 
taking  into  consideration  the  cost  of 
packing  and  transportation. 

§  9-5.5206-16  [Reserved] 

§  9—5.5206—17  Mandatory  items— — 

prison-made  and  blind-made  prod¬ 
ucts. 

AEC  offices  and  cost-type  contractors 
shall  procure  items  listed  in  the  Schedule 
of  Products  made  in  Federal  penal  and 
correctional  institutions  and  in  the 
Schedule  of  Blind-made  Products  in  ac¬ 
cordance  with  FPMR  101-26.601. 

§  9—5.5206—18  [Reserved] 

§  9-5.5206-19  [Reserved] 

§9—5.5206—20  Materials  handling 

equipment  replacement  standards. 

Materials  handling  equipment  shall  be 
purchased  for  replacement  ptirposes  by 
AEC  offices  and  cost-type  contractors  in 
accordance  with  the  standards  in  FPMR 
101-25.405.  Managers  of  Field  Offices  are 
authorized  to  replace  an  item  earlier  than 
the  date  specified  in  such  standards  im- 
der  unusual  clrciunstances.  A  written 
justification  shall  be  placed  in  the  pur¬ 
chase  file. 

§  9—5.5206—21  Calibration  services. 

Orders  for  calibration  service  may  be 
placed  with  the  National  Bureau  of 


^Standards,  Washington,  D.C.  20234,  by 
either  AEC  procurement  offices  or  cost- 
type  contractors.  Copies  of  the  letters 
authorizing  cost-type  contractors  to  or¬ 
der  calibration  services  on  behalf  of  AEC 
should  be  sent  to  the  Bureau  of  Stand¬ 
ards,  Attention:  “Administrative  Serv¬ 
ice  Division.” 

§  9—5.5206—22  U.S.  Code  Annotated 

and  Lifetime  Federal  Digest. 

Appropriation  Acts  may  provide  that 
no  part  of  the  appropriation  shall  be 
used  to  pay:  in  excess  of  $4  per  volume 
for  the  current  and  future  volumes  of 
the  United  States  Code  Annotated,  and 
such  volumes  shall  be  purchased  on  con¬ 
dition  and  with  the  understanding  that 
latest  published  cumulative  annual 
pocket  parts  issued  prior  to  the  date  of 
purchase  shall  be  furnished  free  of 
charge;  or  in  excess  of  $4.25  per  volume 
,  for  the  current  or  future  volumes  of  the 
Lifetime  Federal  Digest;  or  in  excess  of 
$6.50  E>er  volume  for  the  current  or  future 
volumes  of  the  Modem  Federal  Practice 
Digest.  When  such  a  general  limitation 
appears  in  appropriation  legislation,  it 
is  applicable  to  both  AEC  and  cost- type 
contractor  procurement. 

§  9— 5.520(>— 23  Wiretapping  and  eaves¬ 
dropping  equipment^. 

All  procurement  by  AEX:!  offices  and 
cost-type  contractors  of  devices  primarily 
designed  to  be  used  surreptitiously  to 
overhear  or  record  conversations  is 
prohibited. 

§  9-5.5206-24  Coal. 

GSA  coal  purchase  program:  GSA 
makes  annual  contracts  for  direct  de¬ 
livery  of  coal  in  carload  or  larger  lots 
based  on  estimates  submitted  by  Fed¬ 
eral  agencies  to  GSA.  This  purchase 
program  is  optional  for  the  AEC  and 
cost-type  contractors.  If  participation  in 
the  program  is  desired,  estimates  shall 
be  submitted  directly  to  the  appropriate 
GSA  regional  office  in  accordance  with 
FPMR  101-26.504. 

§  9—5.5206—25  Procurement  of  gas 
masks  and  canisters. 

(a)  M9  Army  assault  mask.  (1)  Sup¬ 
plies  of  the  M9  Series  Protective  Field 
Mask  (Army  assault  mask)  are  being 
maintained  at  Oak  Ridge,  Tennessee, 
and  Richland,  Washington,  for  requisi¬ 
tion  by  AEC  offices  and  cost-tjqje 
contractors. 

(2)  The  masks  supplied  by  Oak  Ridge 
and  Richland  have  been  refinished  to 
serviceable  condition  and  tested  for  re¬ 
liability  before  they  are  placed  in  stock. 
Each  mask  has  been  equipped  with  an 
Mil  canister,  following  rehabilitation, 
laundering,  and  tests,  and  is  packaged 
Individually  in  a  transparent  film  bag. 

(3)  For  requisition  of  masks,  pur¬ 
chasers  should  state,  in  addition  to  in¬ 
formation  for  shipment,  quantity  of 
masks  required  in  large  or  medium  size, 
and  whether  a  carrier  for  each  mask  is 
required.  Price  of  each  mask,  with  or 
without  carrier,  is  $6.50.  Applicable  pur¬ 
chase  order  or  requisition  should  be  di¬ 
rected  as  follows: 
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For  delivery  east  at  the  Mississippi  River: 
Union  Carbide  Corp.,  Niiclear  Dlvlsioii,  Oak 
Ridge  Gaseous  Diffusion  Plant,  Post  OfiBce 
Box  P,  Oak  Ridge,  Tenn.  37830. 

For  delivery  west  ot  the  Mississippi  River: 
ITT  Federal  Sui^rt  Services,  Inc.,  Post  Office 
Box  100,  Richland,  Wash.  99352. 

(b)  Canisters.  (1)  Replacement  can¬ 
isters,  when  required,  will  be  procured 
by  appropriate  AEC  offices.  The  canisters 
for  use  with  the  M9  mask  bear  the  fol¬ 
lowing  idenUlication  and  unit  price: 

Canister,  Mil,  FSN  4240-112-9365,  $2.00. 
Canister,  M14,  FSN  4240-203-3733,  $7.82. 

(2)  AEC  purchase  orders  for  supplies 
of  these  canisters  should  be  addressed  to: 

Commanding  General,  Ammuntlon  Procure¬ 
ment  and  Supply  Agency,  JoUet,  Ill.  60431, 
Attention:  SMUAP-QNND. 

(3)  Cost-type  contractors  shall  obtain 
replacement  canisters  through  the  AEC. 

§  9—5.5206—26  Procurement  of  elec- 
trtmic  data  proce.ssing  tape. 

(a)  All  AEC  direct  procurement  of 
electronic  data  processing  tape  shall  be 
made  in  accordance  with  the  provisions 
of  PPMR  101-26.508. 

(b)  AEC  offices  having  requirements 
in  excess  of  the  maximum  order  limita¬ 
tion  of  the  Federal  Supply  Schedule 
should  contact  GSA  directly  to  make  ar¬ 
rangements  for  obtaining  the  quantities 
needed,  in  accordance  with  the  provi¬ 
sions  of  FPMR  101-26.508-1  (b). 

(c)  AEC  offices  having  requirements 
for  tirpes  of  electronic  data  processing 
tape  other  than  those  covered  by  Interim 
Federal  Specification  W-T-0051a  (GSA- 
FSS)  or  current  Federal  Supply  Sched¬ 
ules  shall  submit  their  requirements  di¬ 
rectly  to  GSA  in  accordance  with  the 
provisions  of  FPMR  101-26.508-2. 

(d)  Managers  of  Field  Offices  shall  re¬ 
quire  all  their  cost-type  contractors  who 
come  within  the  scope  of  §  9-59.002  (b)  to 
obtain  their  requirements  for  electronic 
data  processing  tape  in  accordance  with 
the  provisions  of  FPMR  101-26.508-1. 
However,  when  adequate  justification 
exists.  Managers  of  Field  Offices  may  au¬ 
thorize  these  cost-type  contractors  to  ob¬ 
tain  their  tape  from  other  sources.  For 
example,  if  the  800  BPI,  y2-inch  tape 
(Interim  Federal  Specification  W-T- 
0051a  (GSA-FSS) )  will  not  adequately 
meet  a  contractor’s  technical  require¬ 
ments,  the  Manager  may  authorize  the 
contractor  to  obtain  its  requirements 
from  other  sources.  When  a  Manager 
does  authorize  a  contractor  to  obtain  its 
requirements  from  other  sources,  a  copy 
of  the  authorization,  together  wiUi  a 
brief  statement  of  the  justification, 
should  be  sent  to  the  Division  of  Con¬ 
tracts,  Headquarters,  for  informational 
purposes. 

(e)  AEC  offices  should  consolidate 
their  requirements  and  the  requirements 
of  their  cost-type  contractors  for  elec¬ 
tronic  data  processing  tape  when  it  ap¬ 
pears  that  such  action  would  be  practical 
and  would  result  in  significant  price  ad¬ 
vantages  to  the  Govenunent. 


§  9—5.5207  Special  materials. 

This  section  covers  the  purchase  of 
materials  peculiar  to  the  A^  program. 
While  purchases  of  these  materials  are 
unclassified,  quantities,  destination  or 
use  may  be  classified.  See  appropriate 
sections  of  the  Classification  Guide. 
Managers  of  Field  Offices  shall  require 
cost-type  contractors  to  obtain  the  spe¬ 
cial  materials  identified  in  the  following 
subsections  in  accordance  with  the  pro¬ 
cedures  stated  therein. 

§  9—5.5207—1  [Reserved] 

§  9—5.5207—2  Heavy  water. 

The  Division  of  Production  controls 
the  procurement  and  production  of  heavy 
water.  AEC  offices  and  cost-type  con¬ 
tractors  shall  place  orders  directly  with 
the  Division  of  Production,  Headquarters. 

§  9—5.5207—3  Platinum. 

The  New  York  Operations  Office  is 
responsible  for  maintaining  the  AEC 
platinum  supply.  AEC  offices  and  cost- 
type  contractors  shall  clear  with  the  New 
York  Operations  Office  as  to  the  avail¬ 
ability  of  AEC  platinum  prior  to  the  pur¬ 
chase  of  platinum  on  the  open  market. 

§  9—5.5207—4  Radium  and  radium  com¬ 
pounds. 

(a)  The  Division  of  Raw  Materials  is 
responsible  for  procuring  radium  and 
radium  compounds  (including  radium, 
mesothorium,  radium  D,  and  associated 
radioactive  substances)  as  requested  by 
the  New  York  Operations  Office.  AEC 
offices  and  cost-type  contractors  shall 
place  requirements  directly  with  the  New 
York  Operations  Office. 

(b)  'Ihe  New  York  Operations  Office 
is  responsible  for  the  procurement  of 
services  for: 

( 1 )  Storage  of  radium  salts  and  sources 
returned. 

(2)  Recovery  of  radium  from  AEC- 
owned  incapsulated  radium  sources.  AEC 
offices  and  cost-t3rpe  contractors  shall  ob¬ 
tain  such  services  in  accordance  with 
arrangements  established  by  the  New 
York  Operations  Office. 

Subpart  9-5.54 — Use  of  Procurement 
and  Supply  Management  Support 
Services  at  the  Nevada  Test  Site 
and  the  Nuclear  Rocket  Develop¬ 
ment  Station 

§  9—5.5400  Scope  of  subpart. 

(a)  This  subpart  sets  forth  AEC  policy 
for  the  use  of  the  procurement  and  sup¬ 
ply  management  support  services  at  the 
Nevada  Test  Site  and  the  Nuclear  Rocket 
Development  Station. 

(b)  The  provisions  of  this  subsection 
shall  be  ai^lied  to  C06t-t3rpe  contractors 
carrying  out  projects  at  the  NTS  and 
the  NRDS. 

§  9-5.5401  Policy. 

As  an  integral  part  of  their  responsi¬ 
bility  for  furnishing  project-related  ma¬ 
terials,  equipment,  and  technical  serv¬ 
ices,  the  Nevada  Operations  Office  and 


the  Space  Nuclear  Propulsion  Office— 
Nevada  will,  except  in  special  cases  oro 
vide  to  the  fullest  practicable  extent  the 
necessary  procurement  and  supply  man 
agement  support  services  required  to 
support  the  technical  efforts  of  all  on 
ganlzatlons  sponsoring  experiments  or 
participating  in  the  scientific  aspects  of 
experiments  conducted  at  the  NTS  and 
the  NRDS.  Furthermore,  all  organiza¬ 
tions  that  are  carrying  out  projects  or 
performing  work  at  the  NTS  and  the 
NRDS  will  make  the  fullest  practicable 
use  of  these  facilities  and  services  to 
prevent  unnecessary  duplication  to  as¬ 
sure  maximum  efficiency  and  economy. 

Subpart  9-5.55 — Purchase  or  Lease 
Determinations 

§  9-5.5500  Scope  of  subparl. 

(a)  This  subpart  implements  and 
supplements  FPMR  101-25.5  which  pre¬ 
scribes  guidelines  to  be  used  in  deter¬ 
mining  whether  acquisition  of  particu¬ 
lar  types  of  equipment  should  be  by 
purchase  or  lease. 

(b)  The  requirements  of  this  subpart 
shall  be  applied  to  cost-type  contractors. 

§  9—5.5501  Policy. 

(a)  The  guidelines  prescribed  in  PPMR 
101-25.5  for  making  purchase  or  lease 
determinations  shall  be  applied  to  the 
acquisition  of  all  types  of  equipment. 
These  guidelines  shall  be  used  in  making 
lease-versus-purchase  determinations  at 
time  of  original  acquisition,  when  lease 
renewals  are  being  considered,  or  at 
other  times  as  circumstances  warrant. 

(b)  Contracting  officers  shall  assure 
the  rise  of  applicable  lease-versus-pur¬ 
chase  guidelines  in  all  procurement  and 
supply  op>erations  under  their  juris¬ 
diction. 

§  9—5.5502  Utilization  of  excess  equip¬ 
ment  or  interests  in  equipment. 

Excess  lists  shall  be  consulted  prior  to 
leasing  equipment  in  both  original  and 
renewal  leasing  actions.  Also,  leased 
equipment  shall  be  offered  for  utilizatiem 
by  other  AEC  offices  and  AEC  contractors 
prior  to  release  whenever  an  accumu¬ 
lated  credit  toward  purchase  of  the 
equipment  will  be  lost. 

§  9—5.5503  Maintenance  of  records. 

Appropriate  records  shall  be  main¬ 
tained  of  all  lease-purchase  studies  and 
other  pertinent  data  used  to  support  ad¬ 
ministrative  actions  taken. 

§  9—5.5504  Funding  considerations. 

Unavailability  of  funds  is  generally  not 
adequate  justification  for  a  decision  to 
lease  when  purchase  is  indicated  by  the 
lease-purchase  study  to  be  the  more 
economical  course  of  action.  In  such  cir¬ 
cumstances  it  is  essential  that  every  ef¬ 
fort  be  made  to  follow  the  purchase 
course  of  action.  This  is  true  both  with 
respect  to  the  initial  study  and  with  re¬ 
spect  to  those,  studies  made  at  the  times 
leases  are  renewed  or  when  other  cir¬ 
cumstances  wEurant. 
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I  9l4.5505  Leasing  of  eqnipmenl. 

If  of  equipioent  ia  necessary, 

4  lease  with  purchase  option  ex¬ 
ecuted  the  purchase  option  shall  he 
at  the  earliest  possible  date, 
^vided  the  lease-purchase  study  at  that 
date  Indicates  that  purchase  is  still  the 
more  economical  course  of  action. 


9_6— FOREIGN  PURCHASES 

Swbparl  9-6.1 — Buy  American  Act — Supply  ond 
Service  Contracts 

S6C. 

a-6.100  Scope. 

108  Exceptions. 

9-6.108-2  Ncwiavailabllity  In  the  United 
States. 

9-6108-3  Unreasonable  cost  or  inconsist¬ 
ency  with  the  public  Interest. 

p  9 104-c  Evaluation  of  bids  and  proposals. 

9-6.150  Duties  and  customs. 

9-6.161  AEG  list  of  supplies  excepted  from 

Buy  American  Act  (supplies  to 
be  procured  for  public  use) . 


terests  such  as  maintenance  of  a  mobili¬ 
zation  base;  and 

(2)  Rejection  of  any  bid  or  proposal 
for  other  reasons  of  the  national  Interest 
when  it  is  considered  necessary 

§  9-6.150  Duties  and  customs. 

Whenever  any  procurement  ofiBce  pur¬ 
chases  supplies  with  respect  to  which 
there  might  arise  a  claim  to  a  refund  or 
drawback  of  customs  duties  paid  thereon 
(to  the  extent  such  drawback  is  author¬ 
ized  pursuant  to  the  Tariff  Act  of  1930, 
19  United  States  Code,  Chapter  4),  the 
price  paid  shall  ordinarily  include  the 
customs  duties,  and  accordingly  the  sup¬ 
plier  will  have  no  claim  to  a  drawback. 
On  the  other  hand,  when  the  price  to  be 
paid  for  any  such  purpose  does  not  in¬ 
clude  the  customs  duties,  then  the  sup¬ 
plier  will  have  the  right  to  claim  any 
drawback  with  respect  thereto  provided 
(a)  he  has  reserved  such  right  in  con¬ 
nection  with  such  sale  or  consignment, 
and  (b)  he  produces  evidence  that  such 


PART  9-7— CONTRACT  CLAUSES 

Sec. 

9-7.000  Scope  oi  part. 

9-7.000-50  Policy,  coat-type  contractor 
procurement. 

Subpari  9—7.50 — Use  of  Standard  Clauses 

9-7.5000  Scope  of  subpart. 

9-7.5001  General  policy. 

9-7.5002  {Reserved] 

9-7.5003  Deviations. 

9-7.5004  Standard  AEG  clauses  which  are 
mandatory  as  to  text. 
9-7.5004-1  Convict  labor. 

9-7.5004-2  Covenant  against  contingent 
fees. 

9-7.5004-3  Disputes. 

9-7.5004-4  Equal  opportunity. 

9-7.5004-5  Officials  not  to  benefit. 
9-7.5004-6  Assignment  of  claims. 
9-7.5004-7  [Reserved] 

9-7.5004-8  [Reserved] 

9-7.5004r-9  [  Reserved  ] 

9-7.5004-10  Examination  of  records. 

•  9-7.5004-11  Security. 

9-7.5004-12  [Reserved] 

9-7.5004r-13  Contract  Work  Hours  Stand- 


Svbpart  9-6.8 — Balance  of  Payments  Program 
9.6.800  Scope. 

Authoritt:  The  provisions  of  this  Part 
9-6  Issued  under  sec.  161  of  the  Atomic  En¬ 
ergy  Act  of  1954,  as  amended,  68  Stat.  948, 
43  U.S.C.  2201;  sec.  205  of  the  Federal  Prep¬ 
ay  and  Administrative  Services  Act  of 
1949,  as  amended,  63  Stat.  390,  40  U.S.C.  486. 

Subpart  9-6.1 — Buy  American  Act — 
Supply  and  Service  Contracts 

§  9-6.100  Scope. 

(a)  This  subpart  Implements  PPR 
Subpart  1-6.1. 

(b)  The  requirements  of  FPR  Subpart 
1-6.1  and  this  subpart  apply  to  cost-type 
contractor  procurement. 

§  9-6.103  Exceptions. 

§9-6.103-2  Nonavailability  in  the 
United  States. 

Contracting  officers  may  make  the  de¬ 
terminations  required  by  FPR  1-6.103-2, 
provided  such  determination  is  factually 
supported  in  writing. 

§9-6.103-3  Unreasonable  eost  or  in¬ 
consistency  with  the  public  interest. 


reservation  was  made  with  the  knowl¬ 
edge  and  consent  of  the  exporter. 

§  9—6.151  AEG  list  of  supplies  excepted 
from  Buy  American  Act  (supplies  to 
be  procured  for  public  use). 

Antimony. 

Asbestos. 

Bauxite. 

Bismuth. 

Books,  trade,  text,  technical,  or  scientific; 
newspapers,  magazines;  periodicals;  printed 
briefs,  and  films;  not  printed  in  the  United 
States,  and  for  which  domestic  editions 
are  not  available. 

Cadmium. 

Calcium  Cyanamide. 

Castor  oil. 

Chrome  ore  or  chromite. 

Cobalt  (ore  and  metals). 

Cork. 

Cryolite,  natural. 

Diamonds,  Industrial  and  abrasive. 

Graphite,  natural. 

Iodine. 

Jute  and  Jute  burlaps. 

Logs,  veneer,  and  lumber  from  balsa,  green- 
heart,  lignum  vitae,  mahogany,  and  teak. 
Mica. 

Nickel. 

Crude  pertoleum,  petroleum  fuels,  and  pe¬ 
troleum  lubricants. 


Except  as  provided  in  §  9-6.104-4(a), 
the  General  Manager  shall  make  the  de¬ 
termination  required  by  FPR  1-6.103-3. 

§9-6.104-4  Evaluation  of  bids  and 
proposals. 

(a)  If  an  awa’^d  for  more  than  $100,000 
would  be  made  to  a  domestic  concern  if 
the  12-percent  factor  is  applied^  but 
would  not  be  made  If  the  6-percent  fac¬ 
tor  is  applied.  Managers  of  Field  Offices 
without  power  of  redelegation  may  make 
the  determination  as  to  whether  the 
award  to  the  small  business  concern  or 
labor  surplus  area  concern  would  inr 
vcrfve  unreasonable  cost  or  inconsistency 
with  the  public  interest  (see  FPR 
1-6.103-3). 

(b)  Managers  of  Field  Offices  shall 
submit  proposed  awards  (in  triplicate)  to 
the  Division  of  Contracts  where; 

(1)  Rejection  of  an  acceptable  low 
iMelgn  bid  is  considered  necessary  to 
protect  essential  national  security  in- 


Platlnum  and  related  group  metals. 

Radium  salts,  source  and  special  nuclear  ma¬ 
terials. 

Rubber,  crude,  and  latex. 

Rutile. 

Shellac. 

Spare  parts  for  equipment  of  foreign  manu¬ 
facture,  and  for  which  domestic  parts  are 
not  available. 

Sperm  oil. 

Tartaric  acid. 

Tin. 

Suggestions  for  changes  In  and  addi¬ 
tions  to  the  above  list,  with  appropriate 
justifications,  shall  be  submitted  to  the 
Director,  Division  of  Contracts. 

Subpart  9—6.8 — Balance  of  Payments 
Program 

§  9—6.800  Scope. 

The  policies  and  procedures  of  FPR 
Subpart  1-6.8  shall  be  applied  to  cost- 
type  contractor  procurement  for  use  out¬ 
side  the  United  States. 


ards  Act — Overtime  Com¬ 
pensation. 

9-7.5004-14  Walsh-Healey  Public  Contracts 
Act. 

9-7.5004-15  Labor  (construction  contracts). 

9-7.5004-16  Buy  American  Act. 

9-7.5004-17  Buy  American  Act  (construc¬ 
tion)  . 

9-7.5004-18  [Reserved] 

9-7.5004-19  [Reserved] 

9-7.5004-20  Renegotiation. 

9-7.5004-21  Classification. 

9-7.5004-22  Disclosure  of  information. 

9-7.5004^23  [Reserved] 

9-7.5004-24  Nuclear  hazards  indemnity. 

9-7,5004-25  Nuclear  hazards  Indemnity — 
product  liability. 

9-7.5004-26  Indemnity  assurance  to  archi¬ 
tect-engineer  or  supplier 
prior  to  operation  of  a  pro¬ 
duction  or  utilization  facil¬ 
ity. 

9-7.5005  Standard  PPR  clauses  not  In¬ 
cluded  In  §  9-7.5004. 

9-7.5005-1  Additional  bond  security. 

9-7.5005-2  Changes  (fixed-price  supply 

9-7.5005-3  Default  (fixed-price  supply 

contracts) . 

9-7.5005-4  Definitions. 

9-7.5005-5  Extras. 

9-7.5005-6  Inspection  (fixed-price  supply) . 

9-7.5005-7  Pa3rments. 

9-7.5005-8  Variation  in  quantity. 

9-7.5005-9  Utilization  of  small  business 

concerns. 

9-7.5(X)5-10  Liquidated  damages. 

9-7.5005-11  Federal,  State,  add  local  taxes. 

9-7.5005-12  [Reserved] 

9-7.5005-13  Responsibility  for  supplies. 

9-7.5005-14  Utilization  of  concerns  In  labor 
surplus  areas. 

9-7.5005-15  Small  business  subcontracting 
program. 

9-7.5005-16  Labor  surplus  area  subcontract¬ 
ing  program. 

9-7.5005-17  Changes  to  make-or-buy  pro¬ 
gram. 

9-7.5005-18  Price  reduction  for  defective 

cost  or  pricing  data. 

9-7.5005-19  Audit  and  records — fixed-price 
supply  and  fixed-price  con¬ 
struction  contracts. 

9-7.5005-20  Subcontractor  cost  and  pricing 
data. 

9-7.5006  Standard  ABC  clauses  not  in¬ 
cluded  in  §  9-7.5004  or  t  9- 
7.5005. 

9-7.5(X)6-l  Accounts,  records,  and  Inspec- 
tUm  (CPFF). 
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9-7.5006-2  Alterations  and  additions. 

9-7.6006-3  [Reserved! _ 

9-7.6006-4  Changes  {OPFP). 

9-7.6006-5  [Reserved] 

9-7.5006-6  Contractor’s  organization. 
9-7.6006-7  Copyright  (General). 

9-7.6006-3  Copyright  (Motion  Pictures). 
9-7.6006-9  Allowable  costs  and  fixed  fee 
(CPPP  operating  and  con¬ 
struction  contracts). 

9-7.5006-10  Allowable  costs  and  fixed  fee 
(supply  contracts  and  re¬ 
search  and  development  con¬ 
tracts  with  concerns  other 
than  educational  institu¬ 
tions)  . 

9-7.5006-11  Allowable  costs  (research  and 
development  contracts  with 
educational  institutions). 
9-7.6006-12  Allowable  costs  and  fixed 
fee  (architect-engineer  con¬ 
tracts). 

9-7.6006-13  Drawings,  designs,  specifica¬ 
tions. 

9-7.6006-14  Obligation  of  fimds,  estimates 
of  cost  (other  than  operating 
contracts) , 

9-7.6006-16  Obligation  of  funds  (operating 
contracts) . 

9-7.5006-16  Background  patent  rights  and 
background  technical  data. 
9-7.5006-17  Patents  contractor  held  harm¬ 
less. 

9-7.6006-18  Patent  Indemnity. 

9-7.6006-19  Patent  provisions.  Type  A. 
9-7.6006-20  Patent  provisions.  Type  B. 
9-7.6006-21  Patent  provisions,  T^pe  C. 
9-7.6006-22  Patents — reporting  of  royalties. 
9-7.6006-23  Payments  and  advances  (cost- 
type  contracts  where  funds 
are  advanced  by  AEC) , 
9-7.5006-24  Special  bank  account  agree¬ 
ment. 

9-7.5006-26  Payments  (cost-type  contracts 
where  funds  are  not  ad¬ 
vanced)  . 

9-7.5006-26  Property  (CPFF). 

9-7.6006-27  Property  (fixed  price) . 
9-7.6006-28  [Reserved] 

9-7.6006-29  Contractor  procurement. 
9-7.6006-30  Taxes  (CPPP). 

9-7.6006-31  Taxes  (fixed-price contracts). 
9-7.6006-32  Workmanship  and  materials. 
9-7.6006-33  [Reserved] 

9-7.6006-34  [Reserved] 

9-7.6006-35  [Reserved] 

9-7.5006-36  Nuclear  reactor  safety. 
9-7.6006-37  [Reserved] 

9-7.6006-38  [Reserved] 

9-7.6006-39  [Reserved] 

9-7.6006-40  I  Reserved  ] 

9-7.6006-41  [Reserved] 

9-7.6006-42  [Reserved] 

9-7.6006-43  [Reserved] 

9-7.5006-44  [Reserved] 

9-7.5006-45  Consultant  or  other  comparable 
empl03rment  services  of  con¬ 
tractor  employees. 

9-7.6006-46  Asslgmnent. 

9-7.5006-47  Safety,  health,  and  fire  protec¬ 
tion. 

9-7.5006-48  Permits. 

9-7.6006-49  Notice  of  labor  disputes. 
9-7.5006-60  Litigation  and  claims. 
9-7.6006-61  Required  bonds  and  insurance — 
exclusive  of  Government 
property. 

9-7.6006-52  Priorities,  allocations,  and  al¬ 
lotments. 

9-7.5006-63  Soviet-Bloc  controls  (unclassi¬ 
fied  research  contracts  with 
educational  instltuticms) . 
9-7.6006-54  Controls  in  the  national  in¬ 
terest  (unclassified  research 
contracts  with  educational 
Institutions) . 


Sec. 

9-7.6006-56  Avoidance  of  confiicts  of  in¬ 
terest  (contracts  with  \inl- 
versitles  where  ABC  has  major 
investments  in  facilities  but 
does  not  own  or  lease  the 
land) . 

9-7.6006-56  Statement  of  work  (cost-type 
contracts) . 

9-7.6006-57  Limitation  of  price  and  con¬ 
tractor  performance  (multi¬ 
year  contracts). 

9-7.6006-58  Cancellation  (multiyear  con¬ 
tracts)  . 

9-7.6006-59  Private  use  of  contract  infor¬ 
mation  and  data. 

9-7.5006-60  Preservation  of  individual  oc¬ 
cupational  radiation  exposure 
records. 

9-7.5007  Suggested  AEC  clauses. 
9-7.5007-1  [Reserved] 

9-7.5007-2  Key  personnel. 

9-7.6007-3  Other  contracts. 

9-7.5007-4  [Reserved] 

9-7.5007-5  Price  redetermination. 

9-7.5007-6  Established  price  article  for 

standard  off-the-shelf  items 
(escalation). 

9-7.5007-7  Established  price  article  for 

semistandard  items  (escala¬ 
tion). 

9-7.5007-8  General  price  escalation  article 
involving  cost  breakdowns. 
9-7.6007-9  General  price  escalation  article 
(no  cost  breakdowns) . 

9-7.5007-10  Escalation  article  for  nonstand¬ 
ard  steel  items. 

9-7.5007-1 1  Price  escalation  article  for 

standard  steel  items. 

9-7.5007-12  Price  escalation  article  for 

standard  steel  items  (non¬ 
producer)  . 

9-7.5007-13  Price  escalation  article  for 

standard  aluminiun  items. 
9-7.6007-14  [Reserved] 

9-7.5007-15  Termination  article  for  oost- 
plvis-a-fixed-fee  architect¬ 
engineering  contracts. 

9-7.5007-16  Termination  article  for  liunp- 
siun  architect-engineer  con¬ 
tracts. 

9-7.5007-17  Termination  article  for  operat¬ 
ing  contracts. 

Adthoritt  :  The  provisions  of  this  Part  9-7 
issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  42 
U.S.C.  2201;  sec.  206  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—7.000  Scope  of  part. 

Since  FPR  Part  1-7  employs  a  differ¬ 
ent  system  of  grouping  contract  clauses 
in  its  various  subparts:  e.g.,  by  types  of 
contracts  such  as  fixed-price  supply,  the 
AEC  use  of  standard  clauses  has  been 
treated  in  a  separate  Subpwirt  9-7.50. 
Where  appropriate,  however,  the  indi¬ 
vidual  clauses  in  FPR  Part  1-7  are  re¬ 
ferred  to,  rather  than  repeated  in  Sub¬ 
part  9-7.50. 

§  9—7.000—50  Policy,  cost-type  contrac¬ 
tor  procurement. 

Contracting  officers  shall  require  cost- 
tjqje  contractors  to  use  terms  and  condi¬ 
tions  in  connection  with  procurement 
under  their  AEC  contracts  which  are 
adequate  to  protect  the  Government’s 
interests  consistent  with  their  contrac¬ 
tual  obligations.  In  addition  to  the  prime 
contract  fiowdown  provisions,  the  in¬ 
structions  and  notes  in  §§  9-7.5004-3, 


9-7.5004-10,  and  9-7.5006-47  are  to  h# 
applied  to  cost-type  contractor  procure 
ment.  Other  terms  and  conditions 
be  included  as  may  be  required  as  a  ^ 
ter  of  law  (e.g..  Contract  Work  Hour 
Standards  Act— Overtime  Compensatlm 
Davis-Bacon  Act,  etc.)  or  as  appn^riate 
under  the  circumstances. 

Subpart  9-7.50 — Use  of  Standard 
Clauses 

§  9—7.5000  Scope  of  subpart. 

This  subpart  sets  forth  (a)  the  general 
ixilicy  covering  the  use  of  standard  con¬ 
tract  clauses  prescribed  by  the  FPR  and 
by  the  AECPR;  (b)  the  applicability  of 
policies,  procedures,  and  standard 
clauses:  (c)  the  procedures  to  be  followed 
for  deviating  from  the  standard  clauses- 
(d)  the  policy  covering  and  standard 
form  of  clauses  to  be  used  in  connection 
with  price  redetermination ;  and  (e)  the 
use  of  price  escalation  clauses. 

§  9—7.5001  General  policy. 

It  is  the  policy  of  AEC  to  use  standard 
contract  clauses  wherever  practicable. 
Uniformity  in  form  and  substance  of  con¬ 
tract  clauses  tends  to  assiu’e  impartial 
treatment  of  all  contractors,  expedites 
negotiation  and  contract  review,  and 
facilitates  contract  administration. 

§  9-7.5002  [Reserved] 

§  9—7.5003  Deviations. 

The  standard  clauses  set  forth  or  re¬ 
ferred  to  in  this  subpart  are  arranged 
in  three  groups.  The  deviation  proce¬ 
dures  which  are  applicable  to  each  group 
of  clauses  are  as  follows: 

(a)  Standard  AEC  clauses  which  are 
mandatory  as  to  text.  These  clauses  are 
set  forth  or  are  referred  to  in  §  9-7.5004 
and,  where  they  are  appropriate  for  use 
in  a  contract,  deviations  from  these 
clauses  shall  not  be  made  imless  approved 
by  the  Director,  Division  of  Contracts, 
after  coordination  with  the  CtHitrollw, 
General  Counsel,  and  any  other  appro¬ 
priate  Headquarters  office.  Requests  fw 
Headquarters  approval  shall  be  submit¬ 
ted  in  triplicate  and  shall  be  accom¬ 
panied  by  a  detailed  supporting  state¬ 
ment  and  a  draft  of  the  proposed  clause, 
as  amended.  If  Headquarters  approval 
of  the  contract  is  reqiiired,  requests  for 
approval  of  deviations  and  approval  of 
the  contract  may  be  combined.  (Minor 
changes  in  wording  which  may  become 
necessary  in  negotiations  are  not  con¬ 
sidered  deviations:  Provided.  Counsel 
determines  that  the  change  is  not  pro¬ 
hibited  by  statute,  executive  order,  k 
administrative  regulation  and  does  not 
alter  the  meaning,  intent,  or  basic  prin¬ 
ciples  expressed  in  these  clauses.) 

(b)  Standard  FPR  clauses  not  in¬ 
cluded  in  paragraph  (a)  of  this  section. 
These  clauses  are  referred  to  in  59- 
7.5005.  While  these  are  not  AEC  mands- 
tory-as-to-text  clauses,  they  are  standard 
FPR  clauses  and  deviations  from  these 
clauses  may  be  made  only  in  accordance 
with  the  deviation  pix)cedures  set  fortii 
in  §  9-1.109. 

(c)  Standard  AEC  clauses  not  in¬ 
cluded  in  paragraph  (a)  or  (b)  of  this 
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uctfon  These  clauses  are  set  forth  in 
1^7  5006  and.  in  addition  to  those  re- 
f«red  to  in  paragraphs  (a)  and  (b)  of 
^  section,  constitute  standard  provi- 
^  for  use  in  AEC  contracts.  Deviations 
^  not  be  made  merely  because  of  per- 
mnal  preferences.  Except  as  provided  in 
subparts  of  the  AECPR.  deviations, 
in  addition  to  those  specifically  author- 
aed  by  this  subpart,  may  be  made  only 
with  the  approval  of  the  Manager  of  a 
Reid  Office,  after  consultation  with 
counsel;  except  that  deviations  which 
make  allowable  any  of  the  costs  specifi¬ 
cally  listed  as  unallowable  in  the  cost 
clauses  set  forth  in  §  9-7.5006,  or  which 
would  conflict  with  the  policy  and  prin¬ 
ciples  expressed  in  Subpart  9-15.50  or 
Part  9-15  of  the  AECPR  or  other  appli¬ 
cable  directives,  shall  be  made  in  prime 
contracts  or  in  subcontracts  only  with 
the  approval  of  the  Director,  Division  of 
Contracts,  alter  consultation  with  the 
controller.  General  Counsel,  and  any 
other  appropriate  Headquarters  office. 
The  contract  file  shall  contain  a  state¬ 
ment  explaining  any  substantial  devia¬ 
tion  unless  the  reason  for  such  deviation 
is  obvious  because  of  the  unusual  nature 
of  the  contract.  Changes  which  become 
necessary  as  a  matter  of  standard  prac¬ 
tice  shall  be  reported  to  the  Director, 
Division  of  Contracts,  with  a  recom¬ 
mendation,  in  triplicate,  as  to  the  need 
for  modifying  the  text  of  the  standard 
clause. 

(d)  Suggested  AEC  clauses.  These 
clauses,  set  forth  in  §  9-7.5007,  constitute 
suggested  provisions  for  use  in  AEC  con¬ 
tracts.  They  may  be  modified  in  the  light 
of  speciflc  contracting  situations.  No 
deviation  procedure  is  required  except  as 
may  be  prescribed  by  individual  field 
offices. 

§  9-7.5004  Standard  AEC  clauses  which 
are  mandatory  as  to  text. 

This  section  sets  forth  standard  AEC 
contract  clauses  and  refers  to  FPR 
standard  clauses,  both  of  which  are 
mandatory  as  to  text  when  used  in  AEC 
prime  contracts. 

§  9-7.5004—1  Convict  lahor. 

See  FPR  1-12.203. 

§  ^7.5004—2  Convenant  against  contin¬ 
gent  fees. 

See  FPR  1-1.503. 

Not*  A:  This  article  Is  required  In  all 
coatracts. 

Notb  B:  In  cost-type  contracts,  modify 
thli  article  by  adding  before  the  initial  para¬ 
graph  thereof  “(a)  Warranty — Termination 
or  deduction  for  breach" — and  adding  the 
following  paragraph : 

“(b)  Subcontracts  and  purchase  orders. 
Unless  otherwise  authorized  by  the  Con¬ 
tracting  Officer  In  writing,  the  contractor 
shall  cause  provisions  similar  to  the  foregoing 
to  be  Inserted  In  all  subcontracts  and  pur¬ 
chase  orders  entered  Into  under  this 
contract.” 

§  ^7.5004—3  Disputes. 

(a)  See  FPR  1-7.101-12. 

(b)  Subcontracts:  The  following  clause 
implements  §  9-59.003(j)  with  respect  to 
disputes  provisions  in  cost-type  contrac¬ 
tor  procurement  documents: 


Disputes  Clause 

(1>  Except  as  otherwise  provided  In  this 
_ any  dl^>ute  concerning  a  ques¬ 
tion  of  fact  arising  under  _ * 

which  Is  not  disposed  of  by  agreement  shaU 
be  decided  by  the  AEC  Contracting  Officer 
for  the  prime  contractor’s  Contract  No. 

_ ,  who  shall  reduce  his  decision  to 

writing  and  mall  or  otherwise  furnish  a  copy 
thereof  to  the  prime  contractor  and  the 
_ .*  The  decision  of  the  Con¬ 
tracting  Officer  shall  be  final  and  conclusive 
\mlesa  within  30  days  from  the  date  of  re¬ 
ceipt  of  such  copy  the _ *  malls  or 

otherwise  furnishes  to  the  Contracting  Officer 
a  written  appeal  addressed  to  the  Commis¬ 
sion.  The  decision  of  the  Commission  or  Its 
duly  authorized  representative  for  the  deter¬ 
mination  of  such  appeals  shall  be  final  smd 
conclusive  imless  determined  by  a  court  of 
competent  Jurisdiction  to  have  been  fraudu¬ 
lent,  or  capricious,  or  arbitrary,  or  so  grossly 
erroneous  as  necessarily  to  Imply  bad  faith, 
or  not  supported  by  substantial  evidence.  In 
connection  with  any  appeal  proceeding  under  ^ 

this  clause,  the  _ •  shall  be  * 

afforded  an  opportunity  to  be  heard  and  to 
offer  evidence  In  support  of  its  appeal. 
Pending  final  decision  of  a  dispute  hereunder, 

the  _ »  shall  proceed  diligently 

with  the  performance  of  the _ * 

and  In  accordance  with  the  Contracting 
Officer’s  decision. 

(2)  ’This  disputes  clause  does  not  preclude 
consideration  of  law  questions  In  connection 
with  decisions  provided  for  In  paragraph  (1) 
above:  Provided,  That  nothing  in  this 

- *  shall  be  construed  as  making 

final  the  decision  of  any  administrative  offi¬ 
cial,  representative,  or  board  on  a  question 
of  law. 

1  Insert  subcontract,  purchase  order,  etc., 
as  appropriate. 

•Insert  subcontract,  purchase  order,  etc., 
as  appropriate. 

•Insert  subcontractor,  seller,  etc.,  as 
appropriate. 

(c)  The  authority  of  the  Commission 
to  decide  appeals  imder  the  disputes 
clause  in  paragraphs  (a)  and  (b)  of  this 
section  is  presently  delegated  to  the  AEC 
Board  of  Contract  Appeals.  See  10  CFR 
Part  3. 

§  9—7.5004^  Equal  opportunity. 

See  FPR  1-12.803-2. 

§  9—7.5004—5  Officials  not  to  benefit. 

See  FPR  1-7.101-19. 

§  9—7.5004—6  Assignment  of  claims. 

See  FPR  1-30.703, 

§  9-7.5004-7  [Reserved] 

§  9-7.5004-8  [Reserved] 

§  9-7.5004-9  [Reserved] 

§  9—7.5004—10  Examination  of  records. 

See  FPR  1-7.101-10.  See  Notes  A  and 
B  for  required  additions. 

Note  A  :  Add  a  paragraph  (c)  which 
provides: 

Nothing  In  this  contract  shall  be  deemed 
to  preclude  an  audit  by  the  General  Ac¬ 
counting  Office  of  any  transaction  under  this 
contract,  subject  to  the  following: 

Paragraph  (c)  of  the  contract  clause  should 
be  Included  whenever  possible  In  prime  con¬ 
tracts  subject  to  the  audit  rider  both  for 
the  protection  of  the  Government  and  the 
contractor.  It  may  be  omitted  only  with  the 
approval  of  the  Director,  Division  of  Con¬ 


tracts,  upon  a  specific  determination,  based 
on  consultation  with  the  Office  of  the  Con¬ 
troller  and  the  Office  of  the  General  Counsel, 
that  nothing  in  this  contract  purports  to 
preclude  an  audit  by  the  General  Accounting 
Office  of  any  transaction  thereunder. 

Note  B:  In  cost- type  prime  and  cost-type 
subcontracts,  substitute  the  words  “unless 
the  Commission  authorizes  their  prior  dis¬ 
position”  for  the  words  "or  of  the  time  periods 
for  the  particular  records  specified  In  Part 
1-20  of  the  Federal  Procurement  Regula¬ 
tions  (41  CFR  Part  1-20)  whichever  expires 
earlier”  in  paragraphs  (a)  and  (b) . 

Note  C  :  Contracts  exempt  from  audit  rider. 
’The  examination  of  records  clause  Is  not  re¬ 
quired  In  (a)  contracts  with  any  foreign 
government  or  agency  thereof  or  In  contracts 
with  foreign  producers;  (b)  purchase  orders 
not  exceeding  $2,500;  (c)  contracts  or  pur¬ 
chase  orders  for  public  utility  services  at 
rates  established  for  uniform  applicability 
to  the  general  public,  or  (d)  contracts 
awarded  as  a  result  of  formal  advertising. 

Note  D  :  Nonretroactivity  of  audit  rider.  In 
the  case  of  modifications  to  existing  prime 
contracts,  where  the  basic  contract  was 
negotiated  prior  to  July  1,  1962,  and  therefore 
not  subject  to  the  provisions  of  the  audit 
rider,  the  contract  clause  may  be  modified  so 
as  to  apply  only  to  transactions  occurring, 
and  to  subcontracts  executed  after  the  execu¬ 
tion  of  the  modification  to  the  prime 
contract. 

§  9—7.5004—11  Security. 

(a)  Contractor’s  duty  io  safeguard  Re¬ 
stricted  Data,  Formerly  Restricted  Data,  and 
other  classified  information.  In  the  perform¬ 
ance  of  the  work  under  this  contract,  the 
contractor  shall.  In  accordance  with  the 
Atomic  Energy  Commission’s  security  regu¬ 
lations  and  requirements,  be  responsible  for 
safeguarding  Restricted  Data,  Formerly  Re¬ 
stricted  Data,  and  other  classified  Informa¬ 
tion  and  protecting  against  sabotage, 
espionage,  loss  and  theft,  the  classified  docu¬ 
ments  and  material  In  the  contractor’s 
possession  In  connection  with  the  perform¬ 
ance  of  work  under  this  contract.  Except  as 
otherwise  expressly  provided  In  this  con¬ 
tract,  the  contractor  shall,  upon  completion 
or  termination  of  this  contract,  transmit  to 
the  Commission  any  classified  matter  In  the 
possession  of  the  contractor  or  any  person 
under  the  contractor’s  control  In  connection 
with  performance  of  this  contract.  If  re¬ 
tention  by  the  contractor  of  any  classified 
matter  is  required  after  the  completion  or 
termination  of  the  contract  and  such  reten¬ 
tion  Is  approved  by  the  Contracting  Officer, 
the  contractor  will  complete  a  certificate  of 
possession  to  be  furnished  to  the  Atomic 
Energy  Commission  specifying  the  classified 
matter  to  be  retained.  (Note  A.)  If  retention 
Is  approved  by  the  Contracting  Officer,  the 
security  provisions  of  the  contract  will  con¬ 
tinue  to  be  applicable  to  the  matter  retained. 

(b)  Regulations.  ’The  contractor  agrees  to 
conform  to  all  security  regulations  and  re¬ 
quirements  of  the  Commission. 

(c)  Definition  of  Restricted  Data.  The 
term  “Restricted  Data,”  as  used  In  this  clause, 
means  all  data  concerning  (1)  design,  manu¬ 
facture,  or  utilization  of  atomic  weapons; 
(2)  the  production  of  special  nuclear  mate¬ 
rial;  or  (3)  the  use  of  special  nuclear  ma¬ 
terial  In  the  production  of  energy,  but  shall 
not  Include  data  declassified  or  removed  from 
the  Restricted  Data  category  pursuant  to 
section  142  of  the  Atomic  Energy  Act  of  1954. 

(d)  Definition  of  Formerly  Restricted  Data. 
The  term  "Formerly  Restricted  Data,”  as 
used  In  this  clause,  means  all  data  removed 
from  the  Restricted  Data  category  under  sec¬ 
tion  142  d.  of  the  Atomic  Energy  Act  of  1954, 
as  amended. 

(e)  Security  clearance  of  personnel.  The 
contractor  shall  not  permit  any  individual 
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to  have  accesa  to  Restricted  Data,  Formerly 
Restricted  Data,  or  other  classified  Informa¬ 
tion,  except  In  accordance  with  the  Atomic 
Energy  Act  of  1954,  as  amended,  and  the 
Commission’s  regulations  or  requirements 
applicable  to  the  particular  type  or  category 
of  classified  Information  to  which  access  Is 
required. 

(f)  Criminal  liability.  It  Is  understood  that 
disclosure  of  Restricted  Data,  Formerly  Re¬ 
stricted  Data,  or  other  classified  Information 
relating  to  the  work  or  services  ordered  here¬ 
under  to  any  person  not  entitled  to  receive 
It,  or  failure  to  safeguard  any  Restricted 
Data.  Formerly  Restricted  Data,  or  any  other 
classified  matter  that  may  come  to  the  con¬ 
tractor  or  any  person  under  the  contractor’s 
control  In  connection  with  work  under  this 
contract,  may  subject  the  contractor,  its 
agents,  employees,  or  subcontractors  to  crim¬ 
inal  liability  under  the  laws  of  the  United 
States.  (See  the  Atomic  Energy  Act  of  1954, 
as  amended,  42  U.S.C.  2011;  18  U.S.C.  sections 
793  and  794;  and  Executive  Order  10501,  as 
amended.) 

(g)  Subcontracts  and  purchase  orders.  Ex¬ 
cept  as  otherwise  authorized  in  writing  by 
the  Contracting  Officer,  the  contractor  shall 
insert  pi;ovlsions  similar  to  the  foregoing  in 
all  subcontracts  and  piuchase  orders  under 
this  contract. 

Note  A:  The  certification  shall  Identify 
the  Items  and  types  or  categories  of  matter 
retained,  the  conditions  governing  the  re¬ 
tention  of  the  matter  and  the  period  of 
retention.  If  known. 

§  9-7.5004-12  [Reserved] 

§  9—7.5004—13  Contract  Work  Hours 
Standards  Act — Overtime  Compensa¬ 
tion. 

See  PPR  1-12.303  and  §  9-12.103-51. 

§  9—7.5004—14  W'alsh-Healey  Public 
Contracts  Act. 

See  PPR  1-12.605. 

§  9—7.5004—15  Labor  (€-onstruction 
contracts). 

See  PPR  1-16.901-19A  and  §  9- 
12.103-51. 

§  9—7.5004—16  Buy  American  Act. 

Supply  and  operating  contracts — see 
PPR  1-6.104-5. 

Note  A:  Modify  FPR  1-6.104-5  as  follows: 

(1)  In  both  supply  and  operating  con¬ 
tracts,  substitute  “Commission”  for  “Secre¬ 
tary”  in  paragraphs  (b)  (111)  and  (Iv). 

(2)  In  operating  contracts, 

(a)  Substitute  “used”  for  “delivered”  In 
paragraph  (b),  and 

(b)  Insert  a  parenthetical,  “(by  the  con¬ 
tractor,  subcontractors,  materialmen,  and 
suppliers) ,”  after  the  word  “contract”  In  the 
second  line  of  (b). 

§  9—7.5004—17  Buy  American  Art  (con- 
strurtinn). 

Pixed-prlce  construction  contracts — 
see  PPR  1-18.605.  CPPP  construction 
contracts — use  the  following  clause: 

(a)  In  acquiring  construction  materials, 
the  Buy  American  Act  (41  U.S.C.  10  a-d) 
provides  that  the  Government  give  preference 
to  domestic  construction  material.  For  the 
purpose  of  this  clause: 

(1)  “Construction”  means  construction, 
alteration,  or  repair  of  any  public  building 
or  public  work; 

(2)  “Components”  means  those  articles, 
materials,  and  supplies,  which  are  directly 
Incorporated  In  the  construction  material; 

(3)  “Construction  material”  means  those 
articles,  materials,  and  supplies,  which  are 
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brought  to  the  construction  site  for  Incor¬ 
poration  In  the  building  or  work;  and 

(4)  A  “domestic  construction  material” 
means  (A)  an  unmanufactured  construction 
material  which  has  been  mined  or  produced 
in  the  United  States;  or  (B)  a  manufacttired 
construction  material  which  has  been  manu- 
factvired  in  the  United  States  If  the  cost  of 
Its  comfkonents  which  are  mined,  produced, 
or  manufactured  in  the  United  States  ex¬ 
ceeds  50  percent  of  the  cost  of  all  Its  com¬ 
ponents.  For  the  purposes  of  this  (a)  (4)  (B), 
comp>onent6  of  foreign  origin  of  the  same 
type  or  kind  as  the  products  referred  to  in 
(b)  (2)  or  (3)  of  this  clavise  shall  be  treated 
as  components  mined,  produced,  or  manu¬ 
factured  in  the  United  States. 

(b)  The  contractor  agrees  that  there  will 
be  used  under  this  contract  (by  the  con¬ 
tractor,  subcontractor,  materialmen,  and  sup¬ 
pliers)  only  domestic  construction  materials, 
except  construction  materials: 

(1)  Which  are  for  use  outside  the  United 
States; 

(2)  Which  the  Government  determines  are 
not  mined,  produced,  or  manufactured  In  the 
United  States  in  sufficient  and  reasonably 
available  commercial  quantities  and  of  a 
satisfactory  quality; 

(3)  As  to  which  the  Commission  deter¬ 
mines  the  domestic  preference  to  be  Incon¬ 
sistent  with  the  public  Interest;  or 

(4)  As  to  which  the  Commission  deter¬ 
mines  the  cost  to  the  Government  to  be 
unreasonable. 

The  foregoing  requirements  are  admin¬ 
istered  in  accordance  with  Executive 
Order  No.  10582,  dated  December  17, 
1954. 

§  9— 7.3904— 18  [Reserved] 
§9-7.3004-19  [Reserved]  ' 

§  9—7.5004—20  Renegotiation. 

If  this  contract  Is  subject  to  the  Renego¬ 
tiation  Act  of  1951,  as  amended,  the  follow¬ 
ing  provisions  shall  apply: 

(a)  This  contract  is  subject  to  the  Rene¬ 
gotiation  Act  of  1951  (50  U.S.C.  App.  1211, 
et  seq.) ,  as  amended,  and  to  any  subsequent 
act  of  Congress  providing  for  the  renegotia¬ 
tion  of  contracts.  Nothing  contained  In  this 
clause  shall  Impose  any  renegotiation  obliga¬ 
tion  with  respect  to  this  contract  or  any  sub¬ 
contract  hereunder  which  Is  not  imposed  by 
an  act  of  Congress  heretofore  or  hereafter 
enacted.  Subject  to  the  foregoing,  this  con¬ 
tract  shall  be  deemed  to  contain  all  the  pro¬ 
visions  required  by  section  104  of  the  Rene¬ 
gotiation  Act  of  1951,  and  by  any  such  other 
act,  without  subsequent  contract  amend¬ 
ment  specifically  Incorporating  such 
provisions. 

(b)  The  contractor  agrees  to  Insert  the 
provisions  of  this  clause,  including  this  para¬ 
graph  (b).  In  all  subcontracts,  as  that  term 
is  defined  in  section  103  g.  of  the  Renegotia¬ 
tion  Act  of  1951,  as  amended. 

§  9— 7. .5004— 21  Classiflcation. 

In  the  performance  of  the  work  under  this 
contract,  the  contractor  shall  assign  classifi¬ 
cations  to  all  documents,  material,  and 
equipment  originated  or  generated  by  the 
contractor  In  accordance  with  classification 
guidance  furnished  to  the  contractor  by 
the  (Commission.  Every  subcontractor  and 
purchase  order  issued  hereunder  involving 
the  origination  or  generation  of  classified 
documents,  material,  or  equipment,  shall 
incude  a  provision  to  the  effect  that  In 
the  performance  of  such  subcontract  or 
purchase  order  the  subcontractor  or  sup¬ 
plier  shall  assign  classifications  to  all  such 
documents,  material,  and  equipment  In  ac¬ 
cordance  with  classification  guidance  fur¬ 


nished  to  such  subcontractor  or  suDnUer  h. 
the  contractor.  ^ 

Note  A:  This  clatise  Is  required  In  all  con 
tracts  Involving  classified  Information. 

§  9-7.5004-22  Disclosure  of  inform*, 
tion. 

(a)  It  Is  mutually  expected  that  the  acfiv 
Itles  under  this  contract  will  not  InvNv* 
Restricted  Data  or  other  classified  Infona*.  I 
tlon  or  material.  It  is  understood,  however 
that  If  In  the  opinion  of  either  party  thl» 
expectation  changes  prior  to  the  expiration 

or  termination  of  all  activities  under  thl* 
contract,  said  party  shall  notify  the  other 
party  accordingly  In  writing  without  delay 
In  any  event,  the  contractor  shall  claesify  ' 
safeguard,  and  otherwise  act  with  respect  i 
to  all  Restricted  Data  and  other  classified  | 

information  and  material.  In  accordalnce  t 

with  applicable  law  and  the  requirements  of  | 
the  Commission,  and  shall  promptly  inform  I 
the  Commission  In  writing  If  and  when  Re-  t 
strlcted  Data  or  other  classified  Information 
or  material  becomes  Involved.  If  and  when 
Restricted  Data  or  other  classified  Informa¬ 
tion  or  material  becomes  Involved,  or  In  the 
mutual  judgment  of  the  parties  It  appears 
likely  that  Restricted  Data  or  other 
Information  or  material  may  become  In¬ 
volved,  the  contractor  shall  have  the  right  'i 
to  terminate  performance  of  the  work  tmder  i 
this  contract  and  in  such  event  the  provi¬ 
sions  of  this  contract  respecting  termina¬ 
tion  for  the  convenience  of  the  Government 
shall  apply. 

(b)  The  contractor  shall  not  permit  any 
Individual  to  have  access  to  Restricted  Data, 

or  other  classified  information,  except  In  I 
accordance  with  the  Atomic  Energy  Act  of  ^ 
1954,  as  amended,  and  the  Commission’s 
regulations  or  requirements. 

(c)  The  term  “Restricted  Data”  as  used 
in  this  article  means  all  data  concerning  the 
design,  manufacture,  or  utilization  of  atwnlc 
weapons,  the  production  of  special  nuclear 
material  or  the  use  of  special  nuclear  mate¬ 
rial  In  the  production  of  energy,  but  shall 
not  include  data  declassified  or  removed  from 
the  Restricted  Data  category  pursuant  to  sec¬ 
tion  142  of  the  Atomic  Energy  Act  of  1954, 
as  amended. 

Note  A:  This  clause  should  be  used  in 
place  of  the  clauses  entitled  “Security," 

5  9-7.5004-11,  and  “Classification,”  $  9-750(H-  i 
21,  In  contracts  with  educational  Instltu-  | 
tlons  for  offsite  research  that  are  not  likely 
to  produce  Restricted  Data  or  classified  i 

Information.  I 

§  9-7.3004-23  [Reserved]  ^ 

§  9—7.5004—24  Nuclear  hazards  indent- 
nily. 

(a)  This  article  Is  Incorporated  Into  this 
contract  pursuant  to  the  authority  contained  i 

In  subsection  170(d)  of  the  Atomic  Energy  i 
Act  of  1954,  as  amended  (hereinafter  called  |; 
the  Act) .  I 

(1)  The  definitions  set  out  In  the  Act  shall  f 

apply  to  this  article. 

(2)  The  term  “contract  location"  mean* 
any  Commission  facility.  Installation,  or  tite 
at  which  contractual  activity  under  this  con¬ 
tract  Is  being  carried  on,  and  any  contractor- 
owned  or  -controlled  facility.  Installation,  or 
site  at  which  the  contractor  Is  engaged  In  the 
performance  of  contractual  activity  under 
this  contract. 

(3)  The  term  “extraordinary  nuclear  oc¬ 
currence”  means  an  event  which  the  Com¬ 
mission  has  determined  to  be  an  extraor¬ 
dinary  nuclear  occurrence  as  defined  In  the 
Act.  A  determination  of  whether  or  not  there 
has  been  an  extraordinary  nuclear  occurrence 
will  be  made  In  accordance  with  the  proce¬ 
dures  In  Subpart  E  of  10  CFR  140. 
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except  as  hereafter  permitted  or  re- 
oulr^  in  writing  by  the  Commission,  the 
extractor  will  not  be  required  to  provide 
M  maintain,  and  will  not  provide  or  maln- 
at  Government  expense,  any  form  of 
protection  to  cover  public  liability. 
o^Commlsslon  may  at  any  time  require 
in  writing  that  the  Contractor  provide  and 
maintain  financial  protection  of  such  a  type 
and  in  such  amount  as  the  Commission  shall 
determine  to  be  appropriate  to  cover  public 
liability  arising  out  of  or  in  connection  with 
the  contractual  activity,  provided  that  the 
costs  of  such  financial  protection  will  be 
reimbursed  to  the  Contractor  by  the 
Commission. 

(c)  (1)  To  the  extent  that  the  Contractor 
and  other  persons  indemnified  are  not  com¬ 
pensated  by  any  financial  protection  per- 
Stted  or  required  by  the  Commission,  the 
Commission  will  Indemnify  the  Contractor, 
and  other  persons  Indemnified,  against  (1) 
riatma  foT  public  liability  as  described  In 
subparagraph  (2)  of  this  paragraph  (c);  and 
(U)  the  reasonable  costs  of  Investigating 
and  settling  claims,  and  defending  suits  for 
damage  for  such  public  liability,  provided 
that  the  Commission’s  liability.  Including 
such  reasonable  costs,  under  all  Indemnity 
agreements  entered  Into  by  the  Commission 
under  section  170  of  the  Act,  Including  this 
contract,  shall  not  exceed  $500  million  In  the 
aggregate  for  each  nuclear  incident  occurring 
within  the  United  States  or  $100  million  In 
the  aggregate  for  each  nuclear  Incident  oc¬ 
curring  outside  the  United  States,  irrespective 
of  the  number  of  persons  indemnified  In 
connection  with  this  contract. 

(2)  The  public  liability  referred  to  in 
paragraph  (c)(1)  of  this  section  is  public 
liability  which  (1)  arises  out  of  or  In  con¬ 
nection  with  the  contractual  swtlvity;  and 
(11)  arises  out  of  or  results  from: 

(A)  A  nuclear  incident  which  takes  place 
at  a  contract  location; 

(B)  A  nuclear  incident  which  takes  place 
at  any  other  location  and  arises  out  of  or  in 
the  course  of  the  performance  of  contractual 
activity  under  this  contract  by  the  Con¬ 
tractor’s  employees,  individual  consultants, 
borrowed  personnel  or  other  persons  for  the 
consequences  of  whose  acts  or  omissions  the 
Contractor  is  liable,  provided  that  such  in¬ 
cident  is  not  covered  by  any  other  indemnity 
agreement  entered  Into  by  the  Commission 
pursuant  to  section  170  of  the-Act;  or 

(C)  A  nuclear  incident  which  arises  out  of 
or  in  the  course  of  transportation  of  source, 
special  nuclear,  or  byproduct  materials  to  or 
from  a  contract  location;  provided  such  in¬ 
cident  is  not  covered  by  any  Indemnity 
agreement  entered  Into  by  the  Commission 
with  the  transporting  carrier,  or  with  a  car¬ 
rier’s  organization  acting  for  the  benefit  of 
the  transporting  carrier,  or  with  a  licensee  of 
the  Commission,  pursuant  to  section  170  of 
the  Act;  or 

(D)  A  nuclear  incident  which  involves 
items  (such  as  equipment,  material,  facili¬ 
ties,  or  design  or  other  data)  produced  or 
delivered  under  this  contract,  provided  such 
incident  is  not  covered  by  any  other  in¬ 
demnity  agreement  entered  Into  by  the  Com¬ 
mission  pursuant  to  section  170  of  the  Act. 

(d)  In  the  event  of  an  extraordinary 
nuclear  occurrence  which ; 

(1)  Arises  out  of  or  results  from  or  occtjrs 
in  the  course  of  the  construction,  possession, 
or  operation  of  a  production  or  utilization 
facility,  or 

(2)  Arises  out  of  or  results  from  or  occturs 
in  the  course  of  transportation  of  source 
material,  byproduct  material,  or  special 
nuclear  material  to  or  from  a  production  or 
utilization  facility,  or 

(3)  During  the  course  of  the  contract 
activity  arises  out  of  or  results  from  the 
possession,  operation,  or  use  by  the  Con- 
'^^^otor  or  a  subcontractor  of  a  device  uti¬ 


lizing  special  nuclear  material  or  byproduct 
material, 

the  Commission,  and  the  Contractor  on  be¬ 
half  of  Itself  and  other  persons  indemnified, 
insofar  as  their  Interests  appear,  each  agree 
to  waive: 

(A)  Any  issue  or  defense  as  to  the  conduct 
of  the  claimant  or  fault  of  persons  Indemni¬ 
fied,  including,  but  not  limited  to: 

1.  Negligence; 

2.  Contributory  negligence; 

3.  Assumption  of  the  risk; 

4.  Unforeseeable  intervening  causes, 
whether  involving  the  conduct  of  a  third 
person  or  an  act  of  God. 

As  used  herein,  “conduct  of  the  claimant" 
Includes  conduct  of  persons  through  whom 
the  claimant  derives  his  cause  of  action; 

(B)  Any  Issue  or  defense  as  to  charitable 
or  governmental  immunity; 

(C)  Any  issue  or  defense  based  on  any 
statute  of  limitations  if  suit  is  instituted 
within  3  years  from  the  date  on  which  the 
claimant  first  knew,  or  reasonably  could  have 
known,  of  his  Injiiry  or  damage  and  thd 
cause  thereof,  but  In  no  event  more  than  10 
years  after  the  date  of  the  nuclear  Incident. 

’The  waiver  of  any  such  issue  or  defense  shall 
be  effective  regardless  of  whether  such  issue 
or  defense  may  otherwise  be  deemed  Juris¬ 
dictional  or  relating  to  an  element  In  the 
cause  of  action.  The  waivers  shall  be  Judi¬ 
cially  enforceable  in  accordance  with  their 
terms  by  the  claimant  against  the  person 
indemnified. 

(e)  ’The  waivers  set  forth  In  paragraph 
(d)  of  this  article: 

( 1 )  Shall  not  preclude  a  defense  based 
upon  a  failure  to  take  reasonable  steps  to 
mitigate  damages; 

(2)  Shall  not  apply  to  injury  or  damage 
to  a  claimant  or  to  a  claimant’s  property 
which  is  intentionally  sustained  by  the 
claimant  or  which  results  from  a  nuclear 
incident  intentionally  and  wrongfully  caused 
by  the  claimant; 

(3)  Shall  not  apply  to  injury  to  a  claimant 
who  is  employed  at  the  site  of  and  in  con¬ 
nection  with  the  activity  where  the  extraor¬ 
dinary  nuclear  occurrence  takes  place  if 
benefits  therefor  are  either  payable  or  re¬ 
quired  to  be  provided  under  any  workmen’s 
compensation  or  occupational  disease  law; 

(4)  Shall  not  apply  to  any  claim  for  puni¬ 
tive  or  exemplary  damages,  provided,  with 
respect  to  any  claim  for  wrongful  death 
under  any  State  law  which  provides  for 
damages  only  punitive  in  nature,  this  ex¬ 
clusion  does  not  apply  to  the  extent  that  the 
claimant  has  sustained  actual  damages, 
measured  by  the  pecuniary  injuries  result¬ 
ing  from  such  death  but  not  to  exceed  the 
maximum  amoimt  otherwise  recoverable 
under  such  law; 

(6)  Shall  not  apply  to  any  claim  resulting 
from  a  nuclear  Incident  occurring  outside 
the  United  States; 

(6)  Shall  be  effective  only  with  respect 
to  those  obligations  set  forth  In  this  agree¬ 
ment  and  in  Insurance  policies,  contracts,  or 
other  proof  of  financial  protection; 

(7)  Shall  not  apply  to,  or  prejudice  the 
prosecution  or  defense  of,  any  claim  or  por¬ 
tion  of  claim  which  Is  not  within  the  pro¬ 
tection  afforded  under  (1)  the  limit  of  11a-. 
blllty  provisions  under  subsection  170e  of 
the  Atomic  Energy  Act  of  1964,  as  amended, 
and  (11)  the  terms  of  this  agreement  and  the 
terms  of  insurance  policies,  contracts,  or 
other  proof  of  financial  protection. 

(f)  The  Contractor  shall  give  Immediate 
written  notice  to  the  Commission  of  any 
known  action  or  claim  filed  or  made  against 
the  Contractor  or  other  person  Indemnified 
for  public  liability  as  defined  In  paragraph 
(2)  of  section  (c).  Except  as  otherwise  di¬ 
rected  by  the  Commission,  the  Contractor 


shall  furnish  promptly  to  the  Commission 
copies  of  all  pertinent  papers  received  by  the 
Contractor  or  filed  with  respect  to  such  ac¬ 
tions  or  claims.  When  the  Commission  shall 
determine  that  the  Oovemment  will  probably 
be  required  to  make  indemnity  payments 
under  the  provisions  of  section  (c)  above, 
the  Commission  shall  have  the  rignt  to,  and 
shall,  collaborate  with  the  Contractor  and 
any  other  person  Indemnified  in  the  settle¬ 
ment  or  defense  of  any  action  or  claim  and 
shall  have  the  right  (1)  to  require  the  prior 
approval  of  the  Commission  for  the  payment 
of  any  claim  that  the  Commission  may  be 
required  to  indemnify  hereunder,  and  (2) 
to  appear  through  the  Attorney  General  on 
behalf  of  the  Contractor  or  other  person  in¬ 
demnified  in  any  action  brought  upon  any 
claim  that  the  Commission  may  be  required 
to  indemnify  hereunder,  take  charge  of  such 
action,  and  settle  or  defend  any  such  action. 
If  the  settlement  or  defense  of  any  such 
action  or  claim  is  undertaken  by  the  Com¬ 
mission,  the  Contractor  or  other  person  in¬ 
demnified  shall  furnish  all  reasonable  assist¬ 
ance  in  effecting  a  settlement  or  asserting 
a  defense. 

(g)  The  Indemnity  provided  by  this  article 
shall  not  apply  to  public  liability  arising  out 
of  or  in  connection  with  any  activity  that  is 
performed  at  a  licensed  facility,  and  that  is 
covered  by  a  Commission  indemnity  agree¬ 
ment  authorized  by  section  170  of  the  Act. 

(h)  ’The  obligations  of  the  Commission 
under  this  article  shall  not  be  affected  by 
any  failure  on  the  part  o^  the  Contractor  to 
fulfill  its  obligation  under  this  contract,  and 
shall  be  unaffected  by  the  death,  disability, 
or  termination  of  existence  of  the  Contractor 
or  by  the  completion,  termination  or  expira¬ 
tion  of  this  contract. 

(I)  The  parties  to  this  contract  enter  Into 
this  article  up>on  the  condition  that  this 
article  may  be  amended  at  any  time  by  the 
mutual  written  agreement  of  the  Commission 
and  the  Contractor  and  that  such  amend¬ 
ment  may,  by  Its  express  terms,  provide  that 
it  will  apply  to  any  nuclear  incidents  which 
occur  thereafter. 

(J)  The  provisions  of  this  article  shall  not 

be  limited  in  any  way  by,  and  shall  be  Inter¬ 
preted  without  reference  to,  any  other  arti¬ 
cle  of  this  contract  [,  Including  Article _ , 

Disputes] :  Provided,  however.  That  the  fol¬ 
lowing  provisions  of  this  contract:  Article 

_ _  Covenant  Against  Contingent  Pees; 

Article _ ,  Ofaclals  Not  to  Benefit;  Arti¬ 
cle  _ ,  Assignment;  and  Article _ , 

Examination  of  Records;  and  any  provisions 
later  added  to  this  contract  which,  under 
applicable  Federal  law.  Including  statutes, 
executive  orders  and  regrulations,  are  re¬ 
quired  to  be  Included  in  agreements  of  the 
type  contained  in  this  article,  shall  apply 
to  this  article. 

(k)  [The  following  section  will  be  Included 
in  those  contracts  containing  indemnity 
agreements  executed  under  the  general  con¬ 
tract  authority  of  the  AEC.] 

To  the  extent  that  the  Contractor  Is  com¬ 
pensated  by  any  financial  protection,  or  is 
Indemnified  pursuant  to  this  article,  or  Is 
elfectively  relieved  of  public  liability  by  an 
order  or  orders  limiting  same  pursuant  to 
section  170e.  of  the  Atomic  Energy  Act  of 
1954  as  amended,  the  provisions  of  Article 

_ (General  Authority  Indemnity)  shall 

not  apply. 

§  9—7.5004—25  Nuclear  hazards  indem¬ 
nity — product  liability. 

(a)  This  article  is  incorporated  into  this 
contract  pursuant  to  the  authority  contained 
in  section  170d  of  the  Atomic  Energy  Act 
of  1954,  as  amended  (hereinafter  called  the 
Act). 

(1)  The  definitions  set  out  in  the  Act  shall 
apply  to  this  article. 
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(2)  The  tenn  “product  delivered  under  the 
contract"  means  any  material;  equipment: 
device;  drawing;  specification  or  technical 
data  made,  proposed,  or  acquired  by  the 
contractor  In  the  course  of  performance  of 
the  contract  and  delivered  to  the  Commis¬ 
sion  or  to  any  other  person  as  directed  or 
approved  by  the  Commission. 

(h)  Except  as  hereafter  permitted  or  re¬ 
quired  In  writing  by  the  Commission,  the 
contractor  will  not  be  required  to  provide 
or  maintain,  and  will  not  provide  or  main¬ 
tain  at  Government  expense,  any  form  of 
financial  protection  to  cover  public  liability. 
The  Commission  may  at  any  time  require  In 
writing  that  the  contractor  provide  and 
maintain  financial  protection  of  such  a  t3q)c 
and  In  such  amount  as  the  Commission  shall 
determine  to  be  appropriate  to  cover  public 
liability  against  which  the  contractor  is  In¬ 
demnified  hereunder;  Provided,  That  the 
costs  of  such  financial  protection  will  be  re¬ 
imbursed  to  the  contractor  by  the 
Commission. 

(c)(1)  To  the  extent  that  the  contractor 
and  other  persons  indemnified  are  not  com¬ 
pensated  by  any  financial  protection  per¬ 
mitted  or  required  by  the  Commission,  the 
CcHnmlBsion  will  Indemnify  the  contractor, 
and  other  persons  Indemnified,  against  (1) 
claims  for  public  liability  as  described  In 
subparagraph  (2)  of  this  paragraph  (c);  and 
(11)  the  reasonable  costs  of  Investigating 
and  settling  claims,  and  defending  suits  for 
damages  for  such  public  liability,  provided 
that  the  Commission’s  liability.  Including 
such  reasonable  costs,  under  all  Indemnity 
agreements  entered  Into  by  the  Commission 
under  section  170  of  the  Act,  Including  this 
contract,  shall  not  exceed  $500  million  in 
the  aggregate  for  each  nuclear  incident  oc¬ 
curring  within  the  United  States  or  $100 
million  In  the  aggregate  for  each  nuclear 
Incident  occurring  outside  the  United  States, 
Irrespective  of  the  number  of  persons  In¬ 
demnified  in  connection  with  this  contract. 

(2)  The  public  liability  referred  to  In  sub- 
paragraph  (1)  of  this  section  Is  public  liabil¬ 
ity  which  (1)  arises  out  of  or  In  connection 
with  the  contractual  activity;  and  (11)  arises 
out  of  or  results  frcMn  a  product  delivered 
under  the  contract;  but  does  not  Include 
liability  for  a  nuclear  Incident  which  Is  cov¬ 
ered  by  any  other  Indemnity  agreement  en¬ 
tered  Into  by  the  Commission  pursuant  to 
section  170  of  the  Act. 

(d)  The  Contractor  shall  give  immediate 
'written  notice  to  the  Commission  of  any 
known  action  or  claim  filed  or  made  against 
the  Contractor  or  other  person  Indemnified 
for  public  liability  as  defined  In  paragraph 
(2)  of  section  (c).  Except  as  otherwise  di¬ 
rected  by  the  Commission,  'the  Contractor 
shall  furnish  promptly  to  the  Commission 
copies  of  all  pertinent  papers  received  by 
-the  Contractor  or  filed  with  respect  to  such 
actions  or  claims.  When  the  Commission 
shall  determine  that  the  Government  will 
probably  be  required  to  make  Indemnity  pay¬ 
ments  under  the  provisions  of  section  (c) 
above,  the  Commission  shall  have  the  right 
to,  and  shall,  collaborate  with  the  Contractor 
and  any  other  person  Indemnified  In  the 
settlement  or  defense  of  any  action  or  claim 
and  shall  have  the  right  (1)  to  require  the 
prior  approval  of  the  Commission  for  the 
payment  of  any  claim  that  the  Commission 
may  be  required  to  Indemnify  hereunder,  and 
(2)  to  appear  through  the  Attorney  General 
on  behalf  of  the  Contractor  or  other  person 
Indemnified  In  any  action  brought  upon  any 
claim  that  the  Commission  may  be  required 
to  Indemnify  hereunder,  take  charge  of  such 
action,  and  settle  or  defend  any  such  action. 
If  the  settlement  or  defense  of  any  such 
action  or  claim  is  imdertaken  by  the  Com¬ 
mission,  the  Contractor  or  other  person  in¬ 
demnified  shall  furnish  all  reasonable 


assistance  In  effecting  a  settlement  or  assert¬ 
ing  a  defense. 

(e)  The  obligations  of  the  Commission 
under  this  article  shall  not  be  affected  by 
any  failure  on  the  part  of  the  contractor  to 
fulfill  Its  obligation  under  this  contract,  and 
shall  be  unaffected  by  the  death,  disability 
or  termination  of  existence  of  the  contractor 
or  by  the  completion,  termination,  or  explrii- 
■tlon  of  this  contract. 

(f)  The  parties  to  this  contract  enter  Into 
this  article  upon  the  condition  that  this 
article  may  be  amended  at  any  time  by 
the  mutual  written  agreement  of  the  Com¬ 
mission  and  the  contractor  and  that  such 
amendment  may,  by  its  express  terms,  pro¬ 
vide  that  It  will  apply  to  any  nuclear  in¬ 
cidents  which  occur  thereafter. 

(g)  The  provisions  of  this  article  shall  not 
be  limited  In  any  way  by,  and  shall  be  Inter¬ 
preted  without  reference  to,  any  other  article 

of  this  contract  [,  Including  Article _ _ 

Disputes] :  Provided,  however.  That  the  fol¬ 
lowing  provisions  of  this  contract:  Article 

_ _  Covenant  Against  Contingent  Pees; 

Article _ ,  Officials  Not  to  Benefit;  Arti¬ 
cle  _ _  Assignment;  and  Article - , 

Examination  of  Records;  and  any  provisions 
later  added  to  this  contract  which,  under 
applicable  Federal  law.  Including  statutes, 
executive  orders,  and  regulations,  are  re¬ 
quired  to  be  Included  In  agreements  of  this 
type  contained  In  this  article,  shall  apply 
to  this  article. 

(h)  [The  following  section  will  be  In¬ 
cluded  In  those  contracts  containing  In¬ 
demnity  agreements  executed  under  the  gen¬ 
eral  contract  authority  of  the  AEC.] 

To  the  extent  that  the  contractor  Is  com¬ 
pensated  by  any  financial  protection,  or  Is 
indemnified  pursuant  to  this  article,  or  Is 
effectively  relieved  of  public  liability  by  an 
order  or  orders  limiting  same  pursuant  to 
section  170e  of  the  Atomic  Energy  Act  of 
1954,  as  amended,  the  provisions  of  Article 

_ (General  Authority  Indemnity)  shall 

not  apply. 

§  9—7.5004—26  Indemnity  assurance  to 
architect-engineer  or  supplier  prior 
to  operation  of  a  production  or  uti¬ 
lization  facility. 

(a)(1)  The  definitions  set  out  in  the 
Atomic  Energy  Act  of  1954,  as  amended 
(hereinafter  called  the  Act),  shall  apply  'to 
this  article. 

(2)  The  services  or  supplies  furnished 
under  this  agreement  are  intended  to  be 
vised  In  connection  with  the  construction 
and/or  operation  of  a  production  or  utiliza¬ 
tion  facility. 

(3)  The  Commission  will  use  its  best 
efforts  to  Include  In  any  contract  for  the 
operation  of  such  facility,  an  agreement 
based  on  the  then  current  approved  form  of 
Indemnity  agreement  under  section  170d  of 
the  Atomic  Energy  Act  of  1954,  as  amended, 
whereby  the  Commission  will  Indemnify  all 
persons  Indemnified,  Including  the  contrac¬ 
tor,  against  public  liability  for  nucle€u:  Inci¬ 
dents  arising  out  of  or  In  connection  with 
contractual  activities  under  the  contract  for 
the  operation  of  said  facility.  In  accordance 
with  the  authority  provided  In  subsection 
170d  of  the  Act. 

(4)  (1)  The  Commission  will  enter  Into  an 
Indemnity  agreement.  In  accordance  with  the 
authority  provided  In  subsection  17()d  of  the 
Act,  with  the  contractor,  without  further 
consideration  from  the  contractor,  at  any 
time  when  all  of  the  following  circumstances 
are  present: 

(A)  The  services  or  supplies  furnished  un¬ 
der  this  contract  are  being  used  In  connec¬ 
tion  with  any  activity  or  situation  which 
Involves  a  risk  of  substantial  nuclear  inci¬ 
dent;  and 


(B)  There  Is  not  In  effect  an  Indenmitr 

agreement  as  described  In  subparagraph  (ai 
of  this  clause,  and  '  ' 

(C)  The  Commission’s  authority  to 
Into  agreements  of  Indemnification  under 
section  170(d)  of  the  Act  has  not  expired 
or  been  so  amended  as  to  deprive  the  Com- 
mission  of  authority  to  enter  Into  such  an 
agreement. 

(b)  In  'that  agreement  the  Commission 
will  Indemnify  the  contractor  and  other  per. 
sons  Indemnified  against  public  llahlutT 
arising  out  of  or  In  connection  with  the 
contractual  activity  of  this  contract. 

(c)  Such  agreement  will  be  based  on  the 
then  current  approved  form  of  section  ITOd 
Indemnity  agreement  used  In  contracts  be¬ 
tween  the  Commission  and  Its  contractors 
and  shall  further  Include  an  obligation  to 
Indemnify  the  contractor,  and  persons  in¬ 
demnified,  for  such  public  liability  arising 
out  of  or  resulting  from  nuclear  Incidents 
occurring  between  the  time  when  the  sen- 
ices  or  supplies  furnished  under  this  contract 
are  first  used  In  connection  with  any  activ¬ 
ity  or  situation  which  Involves  risk  of  a 
substantial  nuclear  Incident  and  the  time 
when  such  agreement  Is  executed. 

(d)  The  Indemnity  proidded  by  the  Com¬ 
mission  under  all  Indemnity  agreements 
entered  Into  by  the  Commission  under  sec¬ 
tion  170  of  the  Act.  Including  this  agreement, 
shall  not  exceed  $500  million  In  the  aggregate 
for  each  nuclear  Incident,  without  regard 
to  the  number  of  persons  Indemnified,  In¬ 
cluding  the  reasonable  costs  of  investigating 
and  settling  claims  and  defending  suits  to 
damages;  Provided,  however.  That  with  re¬ 
spect  to  incidents  occurring  outside  the 
United  States  such  aggregate  Indemnity  nhaii 
not  exceed  $100  million.  Including  such 
reasonable  costs. 

§  9-7,5005  Standard  FPR  clauses  nol 
included  in  §  9—7.5004. 

This  section  sets  forth  clauses  which 
are  not  AEC  mandatory-as-to-text 
clauses.  However,  these  clauses  are 
standard  FPR  clauses  and  should  be  used 
in  accordance  with  §  9-1.109. 

§  9—7.5005—1  Additional  bond  security. 

See  FPR  1-7.101-9. 

§  9—7.5005—2  Changes  (fixed-price  sup- 
ply  contracts). 

See  FPR  1-7.101--2. 

§  9—7.5005—3  Default  (fixed-price  sup¬ 
ply  contracts). 

See  FPR  1-8.707. 

§  9—7.5005—4  Definitions. 

See  FPR  1-7.101-1.  In  addition,  use  the 
following  where  appropriate. 

(a)  The  term  “Conimlsslon”  means  the 
United  States  Atomic  Energy  Commission  or 
any  duly  authorized  representative  thereof. 
Including  the  Contracting  Officer  except  to 
the  purpose  of  deciding  an  appeal  under  the 
article  entitled  “Disputes.” 

(b)  Additional  definitions  may  be  In¬ 
cluded  as  are  appropriate. 

§  9—7.5005—5  Extras. 

See  FPR  1-7.101-3. 

§  9—7.5005—6  Inspection  (fixed-price 
supply). 

See  FPR  1-7.101-5. 

§  9—7.5005—7  Payments. 

See  FPR  1-7.101-7. 
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K  0-7  5005-8  Variation  in  quantity. 

*  see  PPR  1-7.101-4. 

8  9-7.5005-9  Utilization  of  small  busi- 

ness  concerns. 

see  PPR  1-1.710-3 (a). 

§  9-7.5005-10  Liquidated  damages. 

See  FPR  1-1.31^3. 

§9-7.5005-11  Federal,  State,  and  local 
taxes. 

See  FPR  1-11.401  (fixed-price).  See 
5  9-11.452  (cost-type)  . 

§  9-7.5005-12  [Reserved] 

§9-7.5005-13  Responsibility  for  sup¬ 
plies. 

See  FPR  1-7.101-6. 

§  9^.7.5005-14  Utilization  of  concerns 
in  labor  surplus  areas. 

See  FPR  1-1.805-3 (a). 

§9-7.5005-15  Small  business  subcon¬ 
tracting  program. 

See  PPR  1-1.710-3  (b). 

§9-7.5005-16  Labor  surplus  area  sub¬ 
contracting  program. 

See  FPR  1-1. 805-3  (b). 

§  9-7.5005—1 7  Changes  to  make-or-buy 
program. 

See  PPR  1-3.902-3. 

§  9-7.5005—18  Price .  reduction  for  de¬ 
fective  cost  or  pricing  data. 

See  PPR  1-3.814-1. 

§9-7.5005—19  Audit  and  records — 
fixed-price  supply  and  fixed-price 
construction  contracts. 

See  FPR  1-3.814-2  (a)  and  (b) . 

§  9-7.5005—20  Subcontractor  cost  and 
pricing  data. 

See  FPR  1-3.814-3. 

§  9-7.5006  Standard  AEG  clauses  not  in¬ 
cluded  in  §  9-7.5004 -or  §  9-7.5005. 

This  section  sets  forth  standard  AEC 
clauses  which  are  in  addition  to  those 
referred  to  in  §§  9-7.5004  and  9-7.5005 
and  which  constitute  standard  provisions 
for  use  in  AEC  contracts. 

§  9-7.5006—1  Accounts,  records,  and  in¬ 
spection  (CPFF). 

(a)  Accounts.  The  contractor  shall  main¬ 
tain  a  separate  and  distinct  set  of  accounts, 
records,  documents,  and  other  evidence 
showing  and  supporting  all  allowable  costs 
Incurred,  revenues  or  other  applicable 
credits,  flxed-fee  accruals,  and  the  receipt, 
use,  and  disposition  of  all  Government  prop¬ 
erty  coming  into  the  possession  of  the  con¬ 
tractor  under  this  contract.  The  system  of 
accounts  employed  by  the  contractor  shall 
be  satisfactory  to  the  Commission  and  in  ac¬ 
cordance  with  generally  accepted  accounting 
principles  consistently  applied. 

Noil  A:  Delete  "a  separate  and  distinct 
set  of”  from  the  first  sentence  of  paragraph 
(a)  if  the  contract  Is  with  a  cost-type  con¬ 
tractor  using  privately  owned  facilities  whose 
accounts  are  not  Integrated  with  those  of 
AEC. 

Note  B  ;  If  the  contract  Includes  the  clause 
for  "price  reduction  for  defective  cost  or 
pricing  data”  required  by  FPR  1-3.814-1, 
paragraph  (a)  above  should  be  modified  by 
adding  the  words  "or  anticipated  to  be  In¬ 


curred”  after  the  words  “allowable  costs 
Incurred.” 

(b)  Inspection  and  audit  of  accounts  and 
records.  All  books  of  account  and  records 
relating  to  this  contract  shall  be  subject  to 
Inspection  and  audit  by  the  Commission  at 
all  reasonable  times,  before  and  during  the 
period  of  retention  provided  for  in  (d) 
below  and  the  contractor  shall  afiord  the 
Commission  proper  facilities  for  such  inspec¬ 
tion  and  audit. 

(c)  Audit  of  subcontractors’  records.  The 
contractor  also  agrees,  with  respect  to  any 
subcontracts  (including  lump-sum  or  unit- 
price  subcontracts  or  purchase  orders) 
where,  under  the  terms  of  the  subcontract, 
costs  incurred  are  a  factor  in  determining  the 
amount  payable  to  the  subcontractor  of  any 
tier,  to  conduct  an  audit  of  the  costs  of  the 
subcontractor  in  a  manner  satisfactory  to  the 
contractor  and  the  Commission,  except  when 
the  Commission  elects  to  waive  such  audit 
or  approves  other  arrangements  for  the  con¬ 
duct  of  the  audit. 

(d)  Disposition  of  records.  Except  as 
agreed  upon  by  the  Government  and  the 
contractor,  all  financial  and  cost  reports, 
books  of  account  and  supporting  documents, 
and  other  data  evidencing  costs  allowable 
and  revenues  and  other  applicable  credits 
under  this  contract,  shall  be  the  property 
of  the  Government,  and  shall  be  delivered 
to  the  Government  or  otherwise  disposed  of 
by  the  contractor  either  as  the  Contracting 
Officer  may  from  time  to  time  direct  dur¬ 
ing  the  progress  of  the  work  or,  in  any  event, 
as  the  Contracting  Officer  shall  direct  upon 
completion  or  termination  of  this  contract 
and  final  audit  of  all  accounts  hereunder. 
Except  as  provided  in  this  contract,  all  other 
records  in  the  possession  of  the  contractor 
relating  to  this  contract  shall  be  preserved 
by  the  contractor  for  a  period  of  three  (3) 
years  after  final  payment  under  this  contract 
or  otherwise  .disposed  of  in  such  manner  as 
may  be  agreed  upon  by  the  Government  and 
the  contractor. 

Note;  Delete  paragraph  (d)  and  substi¬ 
tute  the  following  if  the  contract  is  with  a 
cost-type  contractor  using  privately  owned 
facilities  whose  accounts  are  not  Integrated 
with  those  of  AEC : 

(d)  Disposition  of  records.  Except  as 
agreed  upon  by  the  Government  and 
the  contractor,  all  financial  and  cost 
reports,  books  of  account  and  support¬ 
ing  documents  and  other  data  evidenc¬ 
ing  costs  allowable  and  revenues  and 
other  applicable  credits  under  this  con¬ 
tract  in  the  possession  of  the  contractor 
relating  to  this  contract  shall  be  pre¬ 
served  by  the  contractor  for  a  period  of 
three  (3)  years  after  final  payment 
under  this  contract  or  otherwise  dis¬ 
posed  of  in  such  manner  as  may  be 
agreed  upon  by  the  Government  and  the 
contractor. 

(e)  Reports.  The  contractor  shall  fur¬ 
nish  such  progress  reports  and  schedules, 
financial  and  cost  reports,  and  other 
reports  concerning  the  work  under  this 
contract  as  the  Contracting  Officer  may 
from  time  to  time  require. 

(f)  Inspections.  The  Commission 
shall  have  the  right  to  inspect  the  work 
and  activities  of  the  contractor  under 
this  contract  at  such  time  and  in  such 
manner  as  it  shall  deem  appropriate. 

(g)  Subcontracts.  The  contractor 
further  agrees  to  require  the  inclusion 
of  provisions  similar  to  those  in  para¬ 
graphs  (a)  through  this  paragraph  (g) 
of  this  clause  in  all  subcontracts  (in¬ 
cluding  lump-sum  or  unit-price  sub¬ 
contracts  or  purchase  orders)  of  any  tier 
entered  into  hereunder  where,  under  the 
terms  of  the  subcontract,  costs  incurred 
are  a  factor  in  determining  the  amount 
payable  to  the  subcontractor. 


Note;  If  the  prime  contract  contains  a 
"defective  cost  or  pricing  data”  clause,  this 
paragraph  (g)  shall  be  modified  by  adding 
the  following ; 

The  contractor  further  agrees  to  include: 

(1)  In  each  firm  fixed-price  subcontract 
in  excess  of  ai00,000  (except  firm  fixed-price 
subcontracts  under  the  circumstances  pre¬ 
scribed  in  (2)  below)  an  audit  clause,  the 
substance  of  which  is  the  "Audit”  clause 
under  paragraph  (d)  (2)  of  FPR  l-3.8i4-2(c) . 

(2)  In  each  Ann  fixed-price  subcontract 
in  excess  of  $100,000,  where  the  price  is  based 
on  adequate  price  competition,  established 
catalog  or  market  prices  of  commercial  items 
sold  in  substantial  quantities  to  the  general 
public  or  prices  set  by  law  or  regulation,  an 
audit  clause,  the  substance  of  which  is  the 
“Audit-Price  Adjustments”  clause  under 
paragraph  (d)(3)  of  FPR  l-3.814-2(c), 

(h)  Internal  audit.  The  contractor  agrees 
to  conduct  an  internal  audit  and  examina¬ 
tion  satisfactory  to  the  Commission  of  the 
records,  operations,  expenses,  and  the  trans¬ 
actions  with  respect  to  costs  claimed  to  bo 
allowable  under  this  contract  annually  and  at 
such  other  times  as  may  be  mutually  agreed 
upon.  The  results  of  such  audit,  including  the 
working  papers,  shall  be  submitted  or  made 
available  to  the  Contracting  Officer. 

Note:  This  provision  shall  be  Included  in 
(a)  all  cost-type  contracts  (or  subcontracts) 
involving  an  estimated  cost  exceeding  $5  mil¬ 
lion  and  expected  to  run  more  than  2  years, 
and  (b)  any  other  cost-type  contract  (or  sub¬ 
contract)  where  deemed  advisable  by  the 
Manager  of  the  Field  C^ce  and  when  the 
contractor  (or  subcontractor)  already  has  an 
established  internal  audit  organization. 

§  9—7.5006—2  Alterations  and  additions. 

The  following  alterations  in  or  additions  to 
the  provisions  of  this  form  of  contract  were 
made  prior  to  execution  of  the  contract  by 
the  parties. 

§  9—7.5006—3  [Reserved] 

§  9-7.5006-4  Changes  (CPFF). 

(a)  Changes  and  adjustment  of  fee.  The 
Contracting  Officer  may  at  any  time  and 
without  notice  to  the  sureties,  if  any,  issue 
written  directions  within  the  general  scope 
of  this  contract  requiring  additional  work  or 
directing  the  omission  of  or  variation  in  work 
covered  by  this  contract.  If  any  such  direction 
results  in  a  material  change  in  the  amount 
or  character  of  the  work  described  in  the 
clause  entitled  “Statement  of  work,”  an  equi¬ 
table  adjustment  of  the  fixed  fee  shall  be 
made  in  accordance  with  the  agreement  of 
the  parties  and  the  contract  shall  be  modified 
in  writing  accordingly.  Any  claim  by  the  con¬ 
tractor  for  an  adjustment  under  this  clause 
must  be  asserted  in  writing  within  30  days 
from  the  date  of  receipt  by  the  contractor  of 
the  notification  of  change;  provided,  however, 
that  the  Contracting  Officer,  if  he  decides 
that  the  facts  Justify  such  action,  may  receive 
and  act  upon  any  such  claim  asserted  at  any 
time  prior  to  final  payment  under  this  con¬ 
tract.  A  failure  to  agree  on  an  equitable  ad¬ 
justment  under  this  clause  shall  be  deemed 
to  be  a  dispute  within  the  meaning  of  the 
clause  entitled  “Disputes.” 

(b)  Work  to  continue.  Nothing  contained 
in  this  clause  shall  excuse  the  contractor 
from  proceeding  with  the  prosecution  of  the 
work  in  accordance  with  the  requirements  of 
any  direction  hereunder. 

§  9—7.5006—5  [Reserved] 

§  9—7.5006—6  Contractor's  organization. 

(a)  Organization  chart.  As  promptly  eus 
possible  after  the  execution  of  this  contract, 
the  contractor  shall  furnish  to  the  Contract¬ 
ing  Officer  a  chart  showing  the  names,  duties, 
and  organization  of  key  personnel  to  be  em¬ 
ployed  in  connection  with  the  work,  and  shall 
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furnish  from  time  to  time  supplementary  In¬ 
formation  reflecting  changes  therein. 

(h)  Supervising  representative  of  contrac¬ 
tor.  Unless  otherwise  directed  by  the  Con¬ 
tracting  Officer,  a  competent  full-time 
resident  s'lpervlslng  representative  of  the 
contractor  satisfactory  to  the  Contracting 
Officer  shall  be  In  charge  of  the  work  at  the 
site  at  all  times. 

(c)  Control  of  employees.  The  contractor 
^all  be  responsible  for  maintaining  satis¬ 
factory  standards  of  employee  competency, 
conduct,  and  Integrity  and  shall  be  respon¬ 
sible  for  taking  such  disciplinary  action  with 
respect  to  his  employees  as  may  be  necessary. 

In  the  event  the  contractor  falls  to  remove" 
any  employee  from  the  contract  work  whom 
the  Commission  deems  Incompetent,  careless, 
or  Insubordinate,  or  whose  continued  em¬ 
ployment  on  the  work  Is  deemed  by  the  Com¬ 
mission  to  be  contrary  to  the  public  Interest, 
the  Government  reserves  the  right  to  require 
the  contractor  to  remove  the  employee. 

Note:  In  contracts  Identlfled  In  S  9-12.5401 
(b) ,  the  following  paragraph  shall  be  substi¬ 
tuted  for  (C)  above: 

(c)  The  contractor  shall  be  respon¬ 
sible  for  maintaining  satisfactory 
standards  of  employee  competency,  con¬ 
duct,  and  Inte^lty  and  shall  be  re¬ 
sponsible  for  taking  such  disciplinary 
action  with  respect  to  his  employees  as 
may  be  necessary.  The  contractor  shall 
establish  such  standards  and  procedures 
as  are  necessary  to  implement  effectively 
the  provisions  set  forth  In  Atomic  En¬ 
ergy  Commission  Procurement  Regula¬ 
tions  9-1 2  A4,  and  such  standards  and 
procedures  shall  be  subject  to  the  ap¬ 
proval  of  the  Contracting  Officer. 

§9-7.5006-7  Copyright  (General). 

See  §  9-9.5103. 

§  9—7.5006—8  Copyright  (Motion  Pic¬ 
tures). 

See  §  9-9.5106. 

§  9—7.5006—9  Allowable  costs  and  fixed 
fee  (CPFF  operating  and  construc¬ 
tion  contracts) . 

(a)  Compensation  for  contractor’s  serv¬ 
ices.  Payment  for  the  allowable  cost  as  here¬ 
inafter  defined,  and  of  the  fixed  fee,  if  any, 
as  hereinafter  provided,  shall  constitute  full 
and  complete  compensation  for  the  perform¬ 
ance  of  the  work  under  this  contract. 

(b)  Fixed  fee.  The  fixed  fee  payable  to  the 
contractor  for  the  performance  of  the  work 

under  this  contract  Is  $ _ There  shall 

be  no  adjustment  In  the  amount  of  the 
contractor’s  fixed  fee  by  reason  of  differences 
between  any  estimate  of  cost  for  performance 
of  the  work  under  this  contract  and  the 
actual  cost  for  performance  of  that  work. 
Note;  This  provision  may  be  appropriately 
changed  to  cover  situations  where  the  fee  is 
for  a  period  of  time  or  different  fees  are  al¬ 
lowed  for  various  phases  of  the  work. 

(c)  Allowable  cost.  The  allowable  cost  of 
performing  the  work  under  this  contract 
shall  be  the  costs  and  expenses  that  are  actu¬ 
ally  Incurred  by  the  contractor  In  the  per¬ 
formance  of  the  contract  work  In  accordance 
with  its  terms,  that  are  necessary  or  Incident 
thereto,  and  are  determined  to  be  allowable 
pursuant  to  this  paragraph  (c).  The  deter¬ 
mination  of  the  allowability  of  cost  here¬ 
under  shall  be  based  on:  (1)  Reasonableness, 
Including  the  exercise  of  prudent  business 
Judgment,  (2)  consistent  application  of  gen¬ 
erally  accepted  accounting  principles  and 
practices  that  result  In  equitable  charges  to 
the  contract  work,  and  (3)  recognition  of  all 
exclusions  and  limitations  set  forth  In  this 
clause  or  elsewhere  In  this  contract  as  to 
types  or  amounts  of  Items  of  cost.  Allowable 
cost  shall  not  Include  cost  of  any  Item  de¬ 


scribed  as  unallowable  In  paragraph  (e)  of 
this  clause,  except  as  Indicated  therein. 
Failure  to  mention  an  Item  of  cost  speclff- 
cally  In  paragraph  (d)  or  paragraph  (e)  shall 
not  imply  eithn’  that  It  Is  allowable  or  that 
it  is  unallowable. 

(d)  Examples  of  items  of  allowable  cost. 
Subject  to  the  other  provisions  of  this  clause, 
the  following  examples  of  Items  of  cost  of 
work  done  under  this  contract  shall  be  allow¬ 
able  to  the  extent  Indicated: 

(1)  Bonds  and  insurance,  including  self- 
insurance,  as  provided  In  the  clause  entitled 
“Required  bonds  and  Insurance — exclusive  of 
Government  property.” 

(2)  Communication  costs.  Including  tele¬ 
phone  services,  local  and  long-distance  calls, 
telegrams,  cablegrams,  radiograms,  postage, 
and  similar  Items. 

(3)  Consulting  services  (including  legal 
and  accounting),  and  related  expenses,  as 
approved  by  the  Contracting  Officer,  except 
as  made  unallowable  by  paragraph  (e)  (26) . 

(4)  Litigation  expenses.  Including  reason¬ 
able  counsel  fees.  Incurred  in  accordance 
vrith  the  clause  of  this  contract  entitled 
“Litigation  and  claims.” 

(5)  Losses  and  expenses  (Including  settle¬ 
ments  made  with  the  consent  of  the  Con¬ 
tracting  Officer)  sustained  by  the  contractor 
in  the  performance  of  this  contract  and  cer¬ 
tified  In  writing  by  the  Contracting  Officer  to 
be  Just  and  reasonable,  except  the  losses 
and  exp>enses  expressly  made  unallowable 
under  other  provisions  of  this  contract. 

(6)  Materials,  supplies,  and  equipment, 
including  freight,  transportation,  material 
handling.  Inspection,  storage,  salvage,  and 
other  usual  expenses  Incident  to  the  pro¬ 
curement,  use,  and  disposition  thereof,  sub¬ 
ject  to  approvals  required  under  other  provi¬ 
sions  of  this  contract. 

(7)  Patents,  purchased  design,  and  royalty 
payments  to  the  extent  expressly  provided 
for  under  other  provisions  in  this  contract 
or  as  approved  by  the  Contracting  Officer; 
and  preparation  of  invention  disclosures, 
reports  and  related  documents,  and  search¬ 
ing  the  art  to  the  extent  necessary  to  make 
such  Invention  dlsclosurec  In  accordance 
with  the  Patent  clause  of  this  contract. 

(8)  Personnel  costs  and  related  expenses 
incurred  in  accordance  with  Appendix  A,  or 
amendments  thereto,  such  as: 

(1)  Salaries  and  wages;  bonuses  and  In¬ 
centive  compensation;  overtime,  shift  dif¬ 
ferential,  holiday,  and  other  premium  pay 
for  time  worked;  nonwork  time,  including 
vacations,  holidays,  sick,  funeral,  military. 
Jury,  witness,  and  voting  leave;  salaries  and 
wages  to  employees  In  their  capacity  as  union 
stewards  and  committeemen  for  time  spent 
in  handling  grievances,  or  serving  on  labor 
management  (contractor)  committees;  Pro¬ 
vided,  however.  That  the  Contracting  Offi¬ 
cer’s  approval  Is  required  In  each  Instance 
of  total  compensation  to  an  Individual  em¬ 
ployee  at  an  aimual  rate  of  $ _ ^  or  more, 

when  It  Is  proposed  that  a  total  of  50  percent 
or  more  of  such  compensation  be  reimbursed 
under  AEC  cost-type  contracts.  Total  com¬ 
pensation,  as  used  here.  Includes  only  the 
employee’s  base  salary  and  bonus  and  In¬ 
centive  compensation  payments; 

(11)  Legally  required  contributions  to  old- 
age  and  survivors’  Insurance,  unemployfiaent 
compensation  plans,  and  workmen’s  com¬ 
pensation  plans  (whether  or  not  covered 
by  insurance);  voluntary  or  agreed-upon 
plans  providing  benefits  for  retirement. 


’  The  specific  dollar  amount  to  be  Inserted 
here  Is  subject  to  determination  by  the  con¬ 
tracting  officer,  taking  Into  account  the  cost 
principles  and  procedures  set  forth  In  Part 
9-15,  with  specific  reference  to  {  9-15.5010- 
14(d) .  In  no  event  should  the  dollar  amount 
be  more  than  $25,000. 


separation,  life  insurance,  hospitalisation  '■ 

medical-surgical  and  unemployment  i 

(whether  or  not  such  plans  are  covered  bv 
insurance) ;  ^ 

(iil)  Travel  (except  foreign  travel,  which 
requires  specific  approval  by  the  Contract- 
Ing  Officer  on  a  case-by-case  basis);  inci- 
dental  subsistence  and  other  allowances  of 
contractor  employees.  In  connection  with 
performance  of  work  under  this  contract  (in- 
eluding  new  employees  reporting  for  work 
and  transfer  of  employees,  the  transfer  of 
their  household  goods  and  effects  and  the 
travel  and  subsistence  of  their  dependents)- 
(Iv)  Employee  relations,  welfare,  morale] 
etc.,  programs.  Including  Incentive  or  sugges¬ 
tion  awards,  employee  counseling  services, 
health  or  first-aid  clinics,  and  house  or  em¬ 
ployee  publications; 

(v)  Personnel  training  (except  special  ed¬ 
ucation  and  training  oomses  and  research 
assignments  calling  for  attendance  at  educa¬ 
tional  Institutions  which  require  specific  ap¬ 
proval  by  the  Contracting  Officer  on  a  case- 
by-case  basis) ,  Including  apprenticeship 
training  programs  designed  to  Improve  effi¬ 
ciency  and  productivity  of  contract  opera¬ 
tions,  to  develop  needed  skills,  and  to 
develop  scientific  and  technical  persoimel  in 
specialized  fields  required  In  the  contract 
work; 

(vl)  Recruitment  of  personnel  (Including 
help-wanted  advertisement) ,  Including  serv¬ 
ices  of  employment  agencies  at  rates  not  In 
excess  of  standard  commercial  rates,  employ¬ 
ment  office,  travel  of  prospective  employees 
at  the  request  of  the  contractor  for  employ¬ 
ment  interviews;  and 

(vU)  Net  cost  of  operating  plantsite  cafe¬ 
terias,  dining  rooms,  and  canteens  attributa¬ 
ble  to  the  performance  of  the  contract. 

Appendix  A  may  be  modified  from  time  to 
time.  In  writing,  without  execution  of  an 
amendment  to  this  contract,  for  the  purpoeee 
of  effecting  any  changes  In  or  additions  to 
Appendix  A  as  may  be  agreed  upon  by  the 
parties. 

Note:  In  appropriate  circumstances,  the 
lead  sentence  In  subparagraph  (8)  may  be 
changed  to  read  as  follows:  Personal  costs 
and  related  expenses  Incurred  In  accordance 
with  established  policies,  programs,  and 
schedules,  and  any  changes  thereto  during 
the  contract  term,  applicable  to  the  eon- 
tractor’s  private  operations  and  consistently 
followed  throughout  his  organization,  as 
approved  by  the  Contracting  Officer,  such  as; 

Also,  delete  last  paragraph  of  text  which 
refers  to  modlfyrlng  Appendix  A. 

(9)  Repairs,  maintenance,  inspection,  re¬ 
placement  and  disposal  of  Goveniment- 
owned  property  and  the  restoration  ot  clean¬ 
up  of  site  and  facilities  to  the  extent  directed 
or  approved  by  the  Contracting  Officer. 

(10)  Subcontracts  and  purchase  orders, 
Including  procurements  from  contractor- 
controlled  sources,  subject  to  approvals  re¬ 
quired  by  other  provisions  of  this  contract. 

(11)  Subscriptions  to  trade,  business, 
technical,  and  professional  periodicals,  as  ap¬ 
proved  by  the  Contracting  Officer. 

(12)  Taxes,  fees,  and  charges  levied  by 
public  agencies  which  the  contractor  Is  re¬ 
quired  by  law  to  pay,  except  those  which  are 
expressly  made  unallowable  under  other  pro¬ 
visions  of  this  contract. 

(13)  Utility  services.  Including  electricity, 
gas,  water,  steam,  and  sewerage. 

The  following  additional  example  of  Items 
Is  for  use  In  contracts  for  the  operation  of 
AEC-owned  facilities.  Additional  Items  for 
construction  contracts  are  Included  under 
items  (15),  (16),  and  (17)  below. 

(14)  Establishment  and  maintenance  of 
bank  accounts  In  connection  with  the  work 
heretmder.  Including,  but  not  limited  to, 
service  charges,  the  cost  of  disbursing  cash, 
necessary  guards,  cashiers,  and  paymasters. 
If  payments  to  employees  are  made  by  check, 
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tMiUtles  and  arrangemesnts  for  cashing 
tnecta  may  be  provided  without  expense  to 
^employees,  subject  to  the  approval  of  the 
Contracting  Officer. 

The  following  additional  examples  of  Items 
«re  for  use  In  construction  contracts: 

(15)  Camp  operations,  to  the  extent  ap- 
nroved  by  the  Contracting  Officer. 

(16)  Maintenance,  inspection,  repair,  re- 
niacement,  and  transportation  of  construc¬ 
tion  plant  and  equipment,  to  the  extent  not 
covered  by  rentals  or  Instance  and  as  pro¬ 
vided  In  rental  agreements  approved  by  the 
Contracting  Officer  or  In  Appendix  B. 

(17)  Rental  for  (1)  construction  plant  and 
equipment  rented  by  the  contractor  from 
others  at  rates  and  under  written  agreements 
approved  by  the  Contracting  Officer,  and 
(U)  construction  plant  and  equipment 
owned  and  furnished  by  the  contractor  un¬ 
der  Appendix  B  to  this  contract. 

(e)  Examples  of  items  of  unallowable 
costs.  The  following  examples  of  items  of 
costs  are  unallowable  under  this  contract  to 
the  extent  Indicated : 

(1)  Advertising,  except  (1)  help-wanted 
advertising,  and  (11)  other  advertising  (such 
as  costs  of  participation  In  exhibits)  ap¬ 
proved  by  the  Contracting  Officer  as  clearly 
in  furtherance  of  work  performed  under  the 
contract. 

(2)  Bad  debts  (Including  expenses  of  col¬ 
lection)  and  provisions  for  bad  debts  arising 
out  of  other  business  of  the  contractor. 

(3)  Bidding  expenses  and  costs  of 
proposals. 

(4)  Bonuses  and  similar  compensation 
under  any  other  name,  which  (1)  are  not 
pursuant  to  an  agreement  between  the  con¬ 
tractor  and  employee  prior  to  the  rendering 
at  ttie  services  or  an  established  plan  con¬ 
sistently  followed  by  the  contractcw,  (11)  are 
In  excess  of  those  costs  which  are  allowable 
by  the  Internal  Revenue  Code  and  regula¬ 
tions  thereunder,  or  (ill)  provide  total  com¬ 
pensation  to  an  employee  in  excess  of  reason¬ 
able  compensation  for  the  services  rendered. 

(6)  Central  and  branch  office  expenses  of 
the  contractor,  except  as  specihcally  set  forth 
In  the  contract. 

(6)  Commissions,  bonuses,  and  fees  (under 
whatever  name)  In  connection  with  obtain¬ 
ing  or  negotiating  for  a  Clovernment  contract 
or  a  modification  thereto,  except  when  paid 
to  bona  fide  employees  or  bona  fide  estab¬ 
lished  selling  organizations'  maintained  by 
the  contractor  for  the  purpose  of  obtaining 
Government  business. 

(7)  Contingency  reserves,  provisions  for. 

(8)  Contributions  and  donations.  ■ 

(9)  Depreciation  In  excess  of  that  calcu¬ 
lated  by  application  of  methods  approved 
for  use  by  the  Internal  Revenue  Service  un¬ 
der  the  Internal  Revenue  Code  of  1954,  as 
amended,  including  the  stralght-llne,  declin¬ 
ing  balance  (using  a  rate  not  exceeding  twice 
the  rate  which  would  have  been  used  had  the 
depreciation  been  computed  under  the 
stralght-llne  method),  or  sum-of-the-years 
digits  method,  on  the  basis  of  expected  use¬ 
ful  life,  to  the  cost  of  acquisition  of  the  re¬ 
lated  fixed  assets  less  estimated  salvage  on 
residual  value  at  the  end  of  the  expected 
useful  life. 

(10)  Dividend  provisions  or  payments  and. 
In  the  case  of  sole  proprietors  and  partners, 
distributions  of  profit. 

(11)  Entertainment  costs,  except  the  costs 
of  such  recreational  activities  for  onsite  em¬ 
ployees  as  may  be  appxroved  by  the  Contract¬ 
ing  Officer  or  provided  for  elsewhere  In  this 
contract. 

(12)  Fines  and  penalties,  including  as¬ 
sessed  Interest,  resulting  from  violations  of, 
or  failure  of  the  contractor  to  comply  with, 
federal.  State,  or  local  laws  or  regulations, 
except  when  Incurred  In  accrn'dance  with  the 
written  approval  of  the  Contracting  Officer 
or  as  a  result  of  compliance  with  the  pro¬ 
visions  of  this  contract. 


• 

(13)  Govemment-fumished  property,  ex¬ 
cept  to  the  extent  that  cash  payment  there¬ 
for  is  required  pursuant  to  procediues  of  the 
Commission  applicable  to  transfers  of  such 
proi>erty  to  the  contxactor  from  others. 

(14)  Insurance  (Including  any  provision  of 

a  self-insurance  reserve)  on  any  p>erBon 
where  the  contractor  under  the  Insurance 
policy  is  the  Ijeneflclary,  directly  or  Indi¬ 
rectly,  and  Insurance  against  loss  of  or 
damage  to  Government  property  as  defined 
in  Clause _ 

(16)  Interest,  however  represented  (ex¬ 
cept  interest  Incurred  In  compliance  with  the 
clause  entitled  “State  and  local  taxes”) ,  bond 
discounts  and  expenses,  and  costs  of  financ¬ 
ing  and  refinancing  operations. 

(16)  Legal,  accounting,  and  consulting 
services  and  related  costs  inciured  In  con¬ 
nection  with  the  preparation  of  iwospectuses, 
preparation  and  Issuance  of  stock  rights, 
organization  or  reorganization,  prosecution 
or  defense  of.  antitrust  suits,  prosecution  of 
claims  against  the  United  States,  contesting 
actions  or  proposed  actions  of  the  Unlte,d 
States,  and  prosecution  or  defense  of  patent 
Infringement  litigation. 

(17)  Losses  (Including  litigation  expenses, 
counsel  fees,  and  settlements)  on,  or  aris¬ 
ing  from  the  sale,  exchange,  or  abandonment 
of  capital  assets.  Including  Investments; 
losses  on  other  contracts.  Including  the  con¬ 
tractor’s  contributed  pwrtlon  under  cost¬ 
sharing  contracts;  losses  In  aonnectlon  with 
price  reductions  to  and  discount  purchases 
by  employees  and  others  from  any  source; 
and  losses  where  such  losses  or  expenses — 

(I)  Are  compensated  for  by  Insurance  or 
otherwise  or  which  would  have  been  com¬ 
pensated  by  insurance  required  by  law  or  by 
written  direction  of  the  Contracting  Officer 
but  which  the  contractor  failed  to  procure 
or  maintain  through  Its  own  fault  or 
negligence; 

(II)  Result  from  willful  misconduct  or  lack 

of  good  faith  on  the  p{irt  of  any  of  the  con¬ 
tractor’s  directors,  corporate  officers,  or  a 
supervising  representative  of  the  con¬ 
tractor,  as  defined  In  Clause _ of  this 

contract; 

(III)  Represent  liabilities  to  third  persons 
for  which  the  contractor  has  expressly  ac¬ 
cepted  responsibility  under  other  terms  of 
this  contract. 

(18)  Maintenance,  depreciation,  and  other 
costs  Incidental  to  the  contractor’s  Idle  or 
excess  facilities  (Including  machinery  and 
equipment)  other  than  reasonable  standby 
facilities. 

[Note:  May  be  omitted  when  no  con¬ 
tractor-owned  equipment  Is  being  utilized  In 
the  performance  of  the  contract.] 

(19)  Membership  In  trade,  business,  and 
professional  organizations  except  as  ap¬ 
proved  by  the  Contracting  Officer. 

(20)  Precontract  costs,  except  as  expressly 
made  allowable  under  other  provisions  In 
this  contract. 

(21)  Research  and  development  costs,  un¬ 
less  specifically  provided  for  elsewhere  In  this 
contract. 

(22)  Selling  costs,  except  to  the  extent 
they  are  determined  to  be  reasonable  and 
to  be  allocable  to  the  contract.  Allocablllty 
of  selling  costs  to  the  contract  will  be  de¬ 
termined  In  the  light  of  reasonable  benefit 
to  the  agency  program  arising  from  such 
activities  as  technical,  consulting,  demon¬ 
stration,  and  other  services  performed  for 
such  purxx>6es  as  appljrlng  or  adapting  the 
contractor’s  product  for  agency  use. 

(23)  Storage  of  records  pertaining  to  this 
contract  after  completion  of  operations 
under  this  contract.  Irrespective  of  con¬ 
tractual  or  statutory  requirement  of  the 
preservation  of  records. 

(24)  Taxes,  fees,  and  charges  In  connec¬ 
tion  with  financing,  refinancing,  or  refund¬ 
ing  operations.  Including  the  listing  of  secu¬ 
rities  on  exchanges;  taxes  which  are  i>aid 


contrary  to  the  clause  entitled  “State  and 
local  taxes”:  taxes  on  net  Income  and  excess 
profl.ts;  and  special  assessments  on  land 
which  reiu’esent  capital  Improvraient. 

(26)  Travel  exrpenses  of  the  officers,  pro¬ 
prietors,  executives,  administrative  heads  and 
other  employees  of  the  contractor’s  central 
office  or  branch  office  organizations  concerned 
with  the  general  management,  supm-vlslon 
and  conduct  of  the  contractor’s  btuslness  as 
a  whole,  excepvt  to  the  extent  that  prartlcular 
travel  is  In  connection  with  the  contract 
and  approved  by  the  Oontractlng  Officer. 

(26)  Salary  or, other  compensation  (and 
expenses  related  thereto)  of  any  likdlvldual 
employed  under  this  contract  as  a  consultant 
or  In  another  comparable  employment  ca¬ 
pacity  who  is  an  employee  of  another  organi¬ 
zation  and  concurrently  performing  work  on 
a  full-time  annual  basis  for  that  organiza¬ 
tion  under  a  cost-type  contract  with  the 
Commission,  except  to  the  extent  that  cash 
payment  therefor  Is  required  pursuant  to  the 
provisions  of  this  contract  or  procedure  of 
the  Commission  applicable  to  the  borrowing 
of  such  an  Individual  from  another  cost-type 
contractor. 

(27)  First-class  air  travel  in  excess  of  the 
cost  of  less  than  first-class  air  accomoda¬ 
tions,  except  when  less  than  flrat-class  ac¬ 
commodations  are  not  reasonably  available 
to  meet  necessary  mission  requirements,  such 
as  where  less  than  first-class  accommodations 
would: 

(I)  Require  circuitous  routing, 

(II)  Require  travel  dprlng  unreasonable 
hours, 

(ill)  Greatly  Increase  the  dtiratlon  of  the 
Sight, 

(Iv)  Result  In  additional  costs  which 
would  offset  the  transportation  savlngb, 

(v)  Offer  accommodaUona  which  are  not 
reasonably  adequate  for  the  medical  needs 
of  the  traveler. 

(28)  Special  construction  industry  “funds’* 
financed  by  employer  contributions  for  such 
purposes  as  methods  and  materials  research, 
public  and  Industry  relations,  market  de¬ 
velopment,  and  disaster  relief,  except  as 
spedflcally  provided  elsewhere  In  this  con¬ 
tract. 

§  9—7.5006—10  Allowable  costs  and  flxrd 
fee  (supply  contracts  and  research 
and  development  contracts  with 
concerns  other  than  educational 
institutions). 

(a)  Compensation  for  contractor’s  serv¬ 
ices.  Payment  for  the  allowable  cost  as  here¬ 
inafter  defined,  and  of  the  fixed  fee.  If  any, 
as  hereinafter  provided  shall  constitute  full 
and  complete  compensation  for  the  perform¬ 
ance  of  the  work  under  this  contract. 

(b)  Fixed  fee.  The  fixed  fee  payable  to  the 
contractor  for  the  performance  of  the  work 

under  this  contract  Is  $ _ There  shall  be 

no  adjustment  In  the  amount  of  the  con¬ 
tractor’s  fixed  fee  by  reason  of  differences 
l>etween  any  estimate  of  cost  for  performance 
of  the  work  under  this  contract  and  the 
actual  cost  for  performance  of  that  wmrk. 

Note:  This  provision  may  appropriately 
be  changed  to  cover  situations  where  the  fee 
Is  for  a  period  of  time,  or  different  fees  are 
allowed  for  varlovis  phases  of  the  work. 

(c)  Allowable  cost.  The  allowable  cost  of 
performing  the  work  under  this  contract 
shall  be  the  costs  and  expenses  that  are  actu¬ 
ally  incurred  by  the  contractor,  are  appli¬ 
cable  and  properly  chargeable,  either  as 
directly  Incident  or  as  allocable  through  ap¬ 
propriate  dlstrllmtlon  or  apportionment,  to 
the  performance  of  the  contract  work  In  ac¬ 
cordance  with  Its  terms  and  are  determined 
to  be  allowable  pursuant  to  this  paragraph 
(c).  The  determination  of  the  allowability  of 
cort  hereunder  shall  be  based  on:  (1)  Rea¬ 
sonableness,  Including  the  exercise  of  pru¬ 
dent  business  Judgment,  (2)  consistent 
application  of  generally  accepted  accounting 
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principles  and  practices  that  result  In 
equitable  charges  to  the  contract  work,  and 

(3)  recognition  of  all  exclusions  and  limita¬ 
tions  set  forth  in  this  clause  or  elsewhere  in 
this  contract  as  to  types  or  amounts  of  items 
of  cost.  Allowable  cost  shall  not  include  oost 
of  any  item  described  as  unallowable  in 
paragraph  (e)  of  this  clause,  except  as  indi¬ 
cated  therein.  Failure  to  mention  an  item 
of  cost  specifically  in  paragraph  (d)  or  para¬ 
graph  (e)  shall  not  imply  either  that  it  is 
allowable  or  that  it  is  unallowable. 

(d)  Examples  of  items  of  allowable  oost. 
Subject  to  the  other  provisions  of  this  clause, 
the  following  examples  of  items  of  cost  of 
work  under  this  contract  shall  be  allowable 
to  the  extent  indicated: 

(1)  Bonds  and  insurance  (including  feelf- 
ineurance)  as  provided  in  the  clause  entitled 
“Required  bonds  and  Insurance — exclusive 
of  Government  property.” 

(2)  Communication  costs,  including  tele¬ 
phone  services,  local  and  long-distance  tele¬ 
phone  calls,  telegrams,  cablegrams,  radio¬ 
grams,  postage,  and  Similar  items. 

(3)  Consulting  services  (including  legal, 
and  acooimting)  and  related  expenses,  as 
approved  by  the  Oontractlng  Officer,  except 
as  made  unallowable  by  paragraph  (e)  (24). 

(4)  Litigation  expenses,  including  reason¬ 
able  coimsel  fees,  Incinred  in  accordance 
with  the  clause  of  this  contract  entitled 
“Litigation  and  claims." 

(6)  Losses  and  expenses  (Including  settle¬ 
ments  made  with  the  consent  of  the  Ckm- 
tractlng  Officer)  sustained  by  the  contractor 
in  the  performance  of  this  contract  and  certi¬ 
fied  in  writing  by  the  Contracting  Officer  to 
be  Just  and  reasonable,  except  the  losses  and 
exp>ensee  expressly  made  unallowable  under 
other  provisions  of  this  contract. 

(6)  Materials  and  supplies  (Including 
those  withdrawn  from  common  stores  costed 
In  accordance  with  any  generally  recognized 
method  that  is  consistently  applied  by  the 
contractor  and  productive  of  equitable 
results) . 

(7)  Patents,  purchased  design,  and  royalty 
payments  to  the  extent  expressly  provided 
for  under  other  provisions  in  this  contract 
or  as  approved  by  the  Contracting  Officer; 
end  preparation  of  Invention  disclosures,  re¬ 
ports,  and  related  documents,  and  searching 
the  art  to  the  extent  necessary  to  make  such 
invention  disclosures  in  accordance  with  the 
Patent  clause  of  this  contract. 

(8)  Personnel  costs  and  related  expenses 
Incurred  in  accordance  with  Appendix  A,  or 
amendments  thereto,  such  as: 

(i)  Salaries  and  wages;  bonuses  and  in¬ 
centive  compensation:  overtime,  shift  dif¬ 
ferential,  holiday,  and  other  premium  pay 
for  time  worked;  nonwork  time  including 
vacations,  holidays,  sick,  funeral,  military. 
Jury,  witness,  and  voting  leave;  salaries  and 
wages  to  employees  in  their  capacity  as  union 
stewards  and  committeemen  for  time  spent 
in  handling  grievances,  or  serving  on  labor 
management  (contractor)  committees:  Pro¬ 
vided,  however.  That  the  Contracting  Officer’s 
approval  is  required  in  each  Instance  of  total 
compensation  to  an  individual  employee  at 

an  annual  rate  of  $ _ ®  or  more,  when  it 

is  proposed  that  a  total  of  50  percent  or 
more  of  such  compensation  be  reimbursed 
under  AEC  cost-t3rpe  contracts.  Total  com¬ 
pensation,  as  used  here,  includes  only  the 
employee’s  base  salary  and  bonus  and  incen¬ 
tive  comi>ensation  payments. 


*  The  specific  dollar  amount  to  be  Inserted 
here  is  subject  to  determination  by  the  con¬ 
tracting  officer,  taking  into  account  the  cost 
principles  and  procedures  set  forth  in  Part 
9-16,  with  specific  reference  to  f  9-16.6010- 
14(d) .  In  no  event  should  the  dollar  amount 
be  more  than  $25,000. 


(11)  Legally  required  contributions  to  old- 
age  and  survivors’  Insurance,  unemployment, 
compensation  plans,  and  workmen’s  compen¬ 
sation  plans  (whether  or  not  covered  by  In¬ 
surance);  volimtary  or  agreed-upon  plans 
providing  benefits  for  retirement,  separation, 
life  Insurance,  hospitalization,  medical-sur¬ 
gical  and  unemployment  (whether  or  not 
such  plans  are  covered  by  insurance) ; 

(ill)  Travel  (except  foreign  travel,  which 
requires  specific  approval  by  the  Contracting 
Officer  on  a  case-by-case  basis);  incidental 
subsistence  and  other  allowances  of  contrac¬ 
tor  employees,  in  connection  with  perform¬ 
ance  of  work  under  this  contract  (including 
new  employees  reporting  for  work  and  trans¬ 
fer  of  employees,  the  transfer  of  their  house¬ 
hold  goods  and  effects,  and  the  travel  and 
subsistence  of  their  dependents) ; 

(Iv)  Employee  relations,  welfare,  morale, 
etc.,  programs,  including  incentive  or  sug¬ 
gestion  awards,  employee  counseling  services, 
health  or  first-aid  clinics,  and  house  or  em¬ 
ployee  publications; 

(V)  Personnel  training  (except  special  ed¬ 
ucation  and  training  covu-ses  and  research 
assignments  calling  for  attendance  at  edu¬ 
cational  institutions  which  require  specific 
approval  by  the  Contracting  Officer  on  a  case- 
by-case  basis)  including  apprenticeship 
training  programs  designed  to  Improve  effi¬ 
ciency  and  productivity  of  contract  opera¬ 
tions,  to  develop  needed  skills  and  to  develc^ 
scientific  and  technical  personnel  in  special¬ 
ized  fields  required  in  the  contract  work; 

(Vi)  Recruitment  of  personnel  (Including 
help- wanted  advertisement)  including  serv¬ 
ices  of  employment  agencies  at  rates  not  in 
excess  of  standard  commercial  rates,  em¬ 
ployment  office,  travel  of  prospective  employ¬ 
ees  at  the  request  of  the  contractor  for  em¬ 
ployment  interviews;  and 

(vil)  Net  cost  of  operating  plant-site  cafe¬ 
terias,  dining  rooms,  and  canteens  attribut¬ 
able  to  the  performance  of  the  contract. 

Appendix  A  may  be  modified  from  time  to 
time,  in  writing,  without  execution  of  an 
amendment  to  this  contract  for  the  purposes 
of  effecting  any  changes  in  or  additions  to 
Appendix  A  as  may  be  agreed  upon  by  the 
parties. 

Note:  In  appropriate  circumstances,  the 
lead  sentence  in  subparagraph  (8)  may  be 
changed  to  read  as  follows:  “Personnel  costs 
and  related  expenses  Incurred  in  accordance 
with  established  policies,  programs,  and 
schedules,  and  any  changes  thereto  during 
the  contract  term,  applicable  to  the  contrac¬ 
tor’s  private  operations  and  consistently  fol¬ 
lowed  throughout  his  organization,  as  ap¬ 
proved  by  the  Contracting  Officer,  such  as:” 

Also,  delete  last  paragraph  of  text  which 
refers  to  modifying  Appendix  A. 

(9)  Rentals  and  leases  of  land,  buildings, 
and  equipment  owned  by  third  i>artles  where 
such  items  are  used  in  the  performance  of 
the  contract,  except  that  such  rentals  and 
leases  directly  chargeable  to  the  contract 
shall  be  subject  to  approval  by  the  Con¬ 
tracting  Officer. 

(10)  Repairs,  maintenance,  inspection,  re¬ 
placement,  and  disposal  of  Government- 
owned  property  to  the  extent  directed  or 
approved  by  the  Contracting  Officer. 

(11)  Repairs,  maintenance  and  inspection 
of  contractor-owned  property  used  in  con¬ 
nection  with  the  performance  of  this  con¬ 
tract,  including  reasonable  standby  facilities, 
which  are  due  to  ordinary  wear  and  tear 
from  use  and  the  action  of  the  elements, 
provided  such  maintenance  and  repairs  keep 
the  property  in  efficient  operating  condition 
and  do  not  add  to  its  permanent  value  or 
appreciably  prolong  its  intended  useful  life; 
and  major  repailrs  (including  replacement) 
to  such  property,  as  directed  or  approved  by 
the  Contracting  Officer  when  charged  di¬ 
rectly  to  the  contract. 


(12)  Special  tooling,  including  Jig*, 
fixtrues,  molds,  patterns,  designs  and 
Ings,  tools,  and  equipment  of  a  specialized 
nature  generally  useful  to  the  contractor  only 
in  the  performance  of  this  contract.  ^ 

Note:  Itemize  any  additional  special 
equipment  which  may  be  appropriate,  such 
as  loops,  mockups,  experimental  setuf»,  etc 

(13)  Subcontracts,  purchase  orders,  and 

procurements  from  oontractor-conlaolled 
sources,  subject  to  approvals  required  by 
other  provisions  of  this  contract  * 

( 14)  Subscriptions  to  trade,  business,  tech- 
nlcal,  and  professional  periodicals,  as  ap¬ 
proved  by  the  Contracting  Officw  when 
charged  directly  to  the  contract. 

(16)  Taxes,  fees,  and  charges  levied  by 
public  agencies  wltich  the  contractor  la  re¬ 
quired  by  law  to  pay,  except  those  which  are 
expressly  made  unallowable  under  other  pro. 
visions  of  this  contract. 

(16)  Utility  services.  Including  electricity, 
gas,  water,  steam,  and  sewerage. 

(17)  The  costs  of  preparing  bids  and  pro¬ 
posals,  to  the  extent  approved  by  the  Con- 
tracting  Officer,  but  not  to  exceed  1  percent 
of  the  direct  material  and  direct  labor  costa 
of  the  contract  work. 

(e)  Examples  of  items  of  unallowahle 
costs.  The  following  examples  of  Items  of 
costs  axe  unallowable  under  this  contract  to 
the  extent  indicated:' 

(1)  Advertising,  except  (i)  help-wanted 
advertising,  and  (11)  other  advertising  (such 
as  costs  of  participation  in  exhibits)  {^>. 
proved  by  the  Ck>ntracting  Officer  as  clearly 
in  fiu^erance  of  work  performed  tmder  the 
contract. 

(2)  Bad  debts  (Including  expenses  of  ocA- 
lection)  and  provisions  for  bad  debts  not 
arising  out  of  the  performance  •  of  this 
contract.  . 

(3)  Bonuses  and  similar  compensation  un- 
der  any  other  name,  which  (1)  are  not  pur¬ 
suant  to  an  agreement  between  the  contrac¬ 
tor  and  employee  prior  to  the  rendering  of  the 
services  or  an  established  plan  consistently 
followed  by  the  contractor,  (11)  are  in  excess 
of  those  costs  which  are  allowable  by  the 
Internal  Revenue  Code  and  regulations 
thereimder,  or  (ill)  provide  total  compen¬ 
sation  to  an  employee  in  excess  of  reason¬ 
able  compensation  for  the  services  rendered. 

(4)  Commissions,  bonuses,  and  fees  (under 
whatever  name)  in  connection  with  obtain¬ 
ing  or  negotiating  for  a  Goveriunent  con¬ 
tract  or  a  modification  thereto,  except  when 
paid  to  bona  fide  employees  or  bona  fide  es¬ 
tablished  selling  organizations  maintained 
by  the  contractor  for  the  purpose  of  obtain¬ 
ing  Government  business. 

(5)  Contingency  reserves,  provisions  for 
(except  provisions  for  reserves  under  a  self- 
insmance  program  to  the  extent  that  the 
type,  coverage,  rates,  and  premiums  would 
be  allowable  if  commercial  Insurance  were 
purchased  to  cover  the  same  risk,  as  approved 
by  the  Oontractlng  Officer) . 

(6)  contributions  and  donations. 

(7)  Depreciation  in  excess  of  that  calcu¬ 
lated  by  application  of  methods  approved  f« 
use  by  the  Internal  Revenue  Service  under 
the  Internal  Revenue  Code  of  1954,  as 
amended,  including  the  straight-line,  declin¬ 
ing  balance  (vising  a  rate  not  exceeding  twice 
the  rate  which  would  have  been  used  had 
the  depreciation  been  computed  under  the 
straight-line  method)  or  siun-of-the-yean 
digits  method,  on  the  basis  of  expected  useful 
life,  to  the  cost  of  acquisition  of  the  related 
fixed  assets  less  estimated  salvage  or  residual 
value  at  the  end  of  the  expected  useful  life. 
Amortization  or  depreciation  of  unrealized 
appreciation  of  values  of  assets  or  of  assets 
fully  amortized  or  depreciated  on  the  con¬ 
tractor’s  books  of  account  is  unallowable. 
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(8)  Dividend  provisions  or  payments 
and  In  proprietors  and 

oartners,  distributions  of  profits. 

^  (9)  Entertainment  costs,  except  the  costs 
of  such  recreational  activities  for  on-slte 
employees  as  may  be  approved  by  the  Con¬ 
tracting  Officer  or  provided  for  elsewhere 
in  this  contract. 

(10)  Fines  and  penalties.  Including 
assessed  Interest,  resulting  from  violations 
of  or  failure  of  the  contractor  to  comply 
with,  Federal,  State,  or  local  laws,  or  regu¬ 
lations,  except  when  Incurred  In  accordance 
with  ^tten  approval  of  the  Contracting 
Officer  or  as  a  result  of  compliance  with  the 
provisions  of  this  contract. 

(11)  Government-furnished  property,  ex¬ 
cept  to  the  extent  that  cash  payment  there¬ 
for  Is  required  pursuant  to  procedures  of 
the  Commission  applicable  to  transfers  of 
such  property  to  the  contractor  from  others. 

(12)  Insurance  (Including  any  provision 
of  a  self-insurance  reserve)  on  any  person 
where  the  contractor  under  the  Insurance 
policy  Is  the  beneficiary,  directly  or  indirectly, 
and  Insurance  against  loss  of  or  damage  to 
Ctoverment  property  as  defined  In  Clause 

(13)  Interest,  however  represented  (except 
Interest  Incurred  in  compliance  with  the 
clause  entitled  “State  and  local  taxes”), 
bond  discounts  and  expenses,  and  costs  of 
enftnring  and  refinancing  operations. 

(14)  Legal,  accounting,  and  consulting 
services,  and  related  costs  Incurred  In  con¬ 
nection  with  the  preparation  of  prospectuses, 
preparation  and  Issuance  of  stock  rights, 
organization  or  reorganization,  prosecution 
or  defense  of  antitrust  suits,  prosecution  of 
claims  against  the  United  States,  contesting 
actions  or  proposed  actions  of  the  United 
States,  and  prosecution  or  defense  of  patent 
Infringement  litigation. 

(15)  Losses  (including  litigation  expenses, 
counsel  fees,  and  settlement)  on,  or  arising 
from  the  sale,  exchange,  or  abandonment  of 
capital  assets.  Including  Investments;  losses 
on  other  contracts.  Including  the  contractor’s 
contributed  portion  under  cost-sharing  con¬ 
tracts;  losses  In  connection  with  price  reduc¬ 
tion  to  and  discount  purchases  by  employees 
and  others  from  any  source;  and  losses 
where  such  losses  or  expenses — 

(I)  Are  compensated  for  by  Insurance  or 
otherwise,  or  which  would  have  been  com¬ 
pensated  by  Insurance  required  by  law  or  by 
written  direction  of  the  Contracting  Officer 
but  which  the  contractor  failed  to  procure 
or  maintain  through  Its  own  fault  or  negli¬ 
gence,  or  which  could  have  been  covered  by 
permissible  insurance  In  keeping  with  ordi¬ 
nary  business  practice  but  which  the  con¬ 
tractor  failed  to  secure  or  maintain; 

(II)  Result  from  willful  misconduct  or  lack 

of  g^  faith  on  the  part  of  any  of  the 
contractor’s  directors,  corporate  officers,  or 
a  supervising  representative  of  the  contrac¬ 
tor,  as  defined  In  Clause  -  of  this 

contract; 

(III)  Represent  liabilities  to  third  persons 
for  which  the  contractor  has  expressly  ac¬ 
cepted  responsibility  under  other  terms  of 
this  contract. 

(16)  Maintenance,  depreciation,  and  other 
costs  Incidental  to  the  contractor’s  Idle  or 
excess  facilities  (Including  machinery  and 
equipment)  other  than  reasonable  standby 
facilities. 

(17)  Membership  In  trade,  business,  and 
professional  organizations  except  as  approved 
by  the  Contracting  Officer. 

(18)  Precontract  costs,  except  as  expressly 
made  allowable  under  other  provisions  in 
this  contract. 

(19)  Reconversion,  alteration,  restoration, 
or  rehabilitation  of  the  contractor’s  facilities, 
except  as  expressly  provided  elsewhere  In 
this  contract. 

(30)  Research  and  development  costs,  un¬ 
less  specifically  provided  lor  elsewhere  In  thl« 
contract. 


(21)  Selling  costs,  except  to  the  extent 
they  are  determined  to  be  reasonable  and 
to  be  allocable  to  the  contract.  AUooablllty  of 
selling  costs  to  the  contract  will  be  deter¬ 
mined  in  the  light  of  reasonable  benefit  to 
the  agency  program  arising  from  such  activ¬ 
ities  as  technical,  consulting,  demonstra¬ 
tion,  and  other  services  performed  lor  such 
purposes  as  applying  or  adapting  the  con¬ 
tractor’s  product  lor  agency  use. 

(22)  Storage  of  records  pertaining  to  this 
contract  after  completion  of  operations  under 
this  contract  Irrespective  of  contractual  or 
statutory  requirement  of  the  preservation  of 
records. 

(23 )  Taxes,  fees,  and  charges  in  connection 
with  financing,  refinancing,  or  refunding 
operations.  Including  the  listing  of  securities 
on  exchanges;  taxes  which  are  paid  contrary 
to  the  clause  entitled  “State  and  local  taxes”; 
Federal  taxes  on  net  Income  and  excess 
profits;  and  special  assessments  on  land 
which  represent  capital  Improvement. 

(24)  Salary  or  other  compensation  (and 
expenses  related  thereto)  of  any  Individual 
employed  under  this  contract  as  a  consultant 
or  In  another  comparable  employment  ca¬ 
pacity  who  is  an  employee  of  another  organi¬ 
zation  and  concurrently  performing  work  on 
a  full-time  annual  basis  for  that  organization 
under  a  cost-type  contract  with  the  Commis¬ 
sion,  except  to  the  extent  that  cash  payment 
therefor  is  required  pursuant  to  the  provi¬ 
sions  of  this  contract  or  procedures  of  the 
Commission  applicable  to  the  borrowing  of 
such  an  individual  from  another  cost-type 
contractor. 

(25)  First-class  air  travel  in  excess  of  the 
cost  of  less  than  first-class  air  accommoda¬ 
tions,  except  when  less  than  first-class  ac¬ 
commodations  are  not  reasonably  available  to 
meet  necessary  mission  requirements,  such 
as,  where  less  than  first-class  accommoda¬ 
tions  would: 

(I)  Require  circuitous  routing, 

(II)  Require  travel  during  unreasonable 
hours, 

(III)  Greatly  Increase  the  duration  of  the 
flight, 

(Iv)  Result  In  additional  costs  which  would 
offset  the  transportation  savings, 

(V)  Offer  accommodations  which  are  not 
reasonably  adequate  for  the  medical  needs  of 
the  traveler. 

§  9—7.5006—11  Allowable  costs  (re¬ 
search  and  development  contracts 
with  educational  institutions). 

(a)  The  Commission  shall  pay  to  the  con¬ 
tractor  for  performance  of  this  contract  the 
allowable  direct  costs  incident  to  Its  per¬ 
formance  plus  the  allocable  portion  of  the 
allowable  indirect  costs  of  the  contractor,  as 
determined  In  accordance  with: 

(1)  Subpart  1-15.3  of  the  Federal  Pro¬ 
curement  Regulations,  as  that  text  Is 
amended  by  the  amendments  to  Bureau  of 
the  Budget  Circular  No.  A-21  as  of. the  date 
of  commencement  of  the  pertinent  contract 
period  set  forth  In  Appendix  A;  and 

Note:  Subpart  1-15.3  of  the  FPR,  along 
with  the  latest  amendments  to  Bureau  of 
the  Budget  Circular  No.  A-21,  as  of  the  date 
of  execution  of  the  contract,  may  be  ap¬ 
pended  to  the  contract. 

(2)  The  terms  of  this  contract. 

(b)  In  addition  to  other  costs  declared  to 
be  unallowable,  the  salary  or  other  compen¬ 
sation  (and  expenses  related  thereto)  of  any 
Individual  employed  under  the  contract  as  a 
consultant  or  In  another  comparable  employ¬ 
ment  capacity  who  Is  an  employee  of  an¬ 
other  organization  and  concurrently  per¬ 
forming  work  on  a  full-time  annual  basis  for 
that  organization  under  a  cost-type  contract 
with  the  Commission  shall  be  unallowable, 
except  to  the  extent  that  cash  payment 
therefor  Is  required  pursuant  to  the  provi¬ 
sions  of  the  contract  or  procedures  of  the 
Commission  applicable  to  the  borrowing  of 


such  an  Individual  from  another  cost-tyi>e 
contractor. 

Note:  When  predetermined  overhead  rates 
are  to  be  used,  the  following  shall  be  added 
to  the  above  clause  (see  S  9-15.103 (c) ) : 

(c)  Predetermined  overhead  rates.  Not¬ 
withstanding  (a)  above,  the  allowable  in¬ 
direct  costs  under  this  contract  shall  be 
obtained  by  applying  predetermined  over¬ 
head  rates  to  bases  agreed  upon  by  the 
parties,  as  speclfled  below: 

(1)  The  contractor,  as  soon  as  possible, 
but  not  later  than  three  (3)  months  after 
the  expiration  of  each  flscal  year,  shall  sub¬ 
mit  to  the  Contracting  Officer,  a  proposed 
predetermined  overhead  rate  or  rates  for 
use  during  the  contract  year  based  on  the 
contractor’s  actual  cost  experience  during 
the  Immediately  preceding  flscal  year,  to¬ 
gether  with  supporting  cost  data.  Negotia¬ 
tion  of  predetermined  overhead  rates  by  the 
contractor  and  the  Contracting  Officer  shall 
be  undertaken  as  promptly  as  practicable 
after  receipt  of  the  contractor’s  proposal. 

(2)  Allowability  of  costs  and  acceptability 
of  cost  allocation  methods  shall  be  deter¬ 
mined  In  accordance  with  the  appended  cost 
principles  for  research  contracts  with  edu¬ 
cational  institutions. 

(3)  ’The  results  of  each  negotiation  shall 
be  set  forth  in  an  amendment  to  this  con¬ 
tract  and  shall  specify  (1)  the  agreed  pre¬ 
determined  overhead  rates,  (11)  the  bases  to 
which  the  rates  apply,  (111)  the  flscal  year, 
unless  the  parties  agree  to  a  different  period 
for  which  the  rates  applyr  and  (Iv)  the  spe¬ 
cific  Items  treated  as  direct  costs  or  any 
changes  In  the  Items  previously  agreed  to  be 
direct  costs. 

(4)  Pending  establishment  of  predeter¬ 
mined  overhead  rates  for  any  flscal  year  or 
different  period  agreed  to  by  the  parties,  the 
contractor  shall  be  reimbursed  either  at  the 
rates  fixed  for  the  previous  fiscal  year  or  other 
period  or  at  billing  rates  acceptable  to  the 
Contracting  Officer  subject  to  appropriate 
adjustment  when  the  final  rates  for  that 
flscal  year  or  other  period  are  established. 

(5)  Any  failure  by  the  parties  to  agree  on 
any  predetermined  overhead  rate  or  rates 
rmder  this  clause  shall  not  be  considered  a 
dispute  concerning  a  question  of  fact  for 
decision  by  the  Contracting  Officer  within 
the  meaning  of  the  "Disputes”  clause  of  this 
contract.  If  for  any  flscal  year  or  other  period 
speclfled  In  this  contract,  the  parties  fall  to 
agree  to  a  predetermined  overhead  rate  or 
rates  prior  to  the  dose  of  the  flscal  year  for 
which  they  are  being  negotiated,  it  Is  agreed 
that  the  allowable  Indirect  costs  under  this 
contract  shall  be  determined  by  after-the- 
fact  audit. 

(6)  Allowable  Indirect  costs  for  the  period 
until  the  end  of  the  contractor’s  flscal  year 
during  which  performance  begins  shall  be 
obtained  by  applying  the  predetermined  over¬ 
head  rate  set  forth  In  the  contract  to  the 
bases  set  forth  therein. 

§  9— 7.5096— 1 2  Allowable  costs  and  fixed 
fee  (architect-engineer  contracts) . 

(a)  Compensation  for  contractor’s  serv¬ 
ices.  Payment  for  the  allowable  cost  as  here¬ 
inafter  defined,  and  of  the  fixed  fee.  If  any, 
as  hereinafter  provided  shall  constitute  full 
and  complete  compensation  for  the  perform¬ 
ance  of  the  work  under  this  contract. 

(b)  Fixed  fee.  The  fixed  fee  payable  to  the 
contractor  for  the  performance  of  the  work 

under,  this  contract  Is  t _ There  shall 

be  no  adjustment  In  the  amount  of  the  con¬ 
tractor’s  fixed  fee  by  reason  of  differences 
between  any  estimate  of  cost  for  perform¬ 
ance  of  the  work  under  this  contract  and 
the  actual  cost  for  performance  of  that  work. 

Note:  This  provision  may  appropriately 
be  changed  to  cover  situations  where  the  fee 
Is  for  a  period  of  time,  or  different  fees  are 
allowed  tot  various  phases  of  the  work. 
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(c)  Allowable  cost.  The  allowable  cost  of 
performing  the  work  under  this  contract 
shall  be  the  costs  and  expenses  that  are 
actually  incurred  by  the  contractor,  are  ap¬ 
plicable  and  properly  chargeable,  either  as 
directly  Incident  or  as  allocable  through 
appropriate  distribution  or  apportionment, 
to  the  performance  of  the  contract  work  in 
accordance  with  its  terms  and  are  determined 
to  be  allowable  pursuant  to  this  paragraph 
(c).  The  determination  of  the  allowability  of 
cost  hereiinder  shall  be  based  on;  (1)  rea¬ 
sonableness,  including  the  exercise  of  prudent 
business  Judgment,  (2)  consistent  applica¬ 
tion  of  generally  accepted  accounting  prin¬ 
ciples  and  practices  that  result  in  equitable 
charges  to  the  contract  work,  and  (3)  recog¬ 
nition  of  all  exclusions  and  limitations  set 
forth  in  this  clause  or  elsewhere  in  this 
contract  as  to  types  or  amounts  of  items  of 
cost.  Allowable  cost  shall  not  include  cost 
of  any  item  described  as  unallowable  in 
paragraph  (e)  of  this  clause,  except  as  in¬ 
dicated  therein.  Failure  to  mention  an  item 
of  cost  specifically  in  paragraph  (d)  or  para¬ 
graph  (e)  shall  not  imply  either  that  it  is 
allowable  or  that  it  is  unallowable. 

Note;  This  paragraph  should  be  deleted 
and  paragraph  (c)  of  §  9-7.5006-9  Inserted  in 
lieu  thereof  for  onsite  architect-engineer 
contracts. 

(d)  Examples  of  items  of  allowable  cost. 
Subject  to  the  other  provisions  of  this  clause, 
the  following  examples  of  items  of  cost  of 
work  under  this  contract  shall  be  allowable 
to  the  extent  indicated; 

(1)  Bonds  and  insurance  (Including  self- 
insurance)  as  provided  in  the  clause  entitled 
"Required  bonds  and  insurance — exclusive 
of  Government  property." 

(2)  Communication  costs,  Including  tele¬ 
phone  services,  local,  and  long-distance  tele¬ 
phone  calls,  telegrams,  cablegrams,  radio¬ 
grams,  postage,  and  similar  items. 

(3)  Consulting  services  (including  legal 
and  accounting)  and  related  expenses,  as 
approved  by  the  Contracting  Officer,  except 
as  made  unallowable  by  paragraph  (e)(25). 

(4)  Litigation  expenses,  including  reason¬ 
able  counsel  fees,  Inciured  in  accordance 
with  the  clause  of  this  contract  entitled 
"Litigation  and  claims.” 

(5)  Losses  and  expenses  (including  settle¬ 
ments  made  with  the  consent  of  the  Con¬ 
tracting  Officer)  sustained  by  the  contractor 
in  the  performance  of  this  contract  and  cer¬ 
tified  in  writing  by  the  Contracting  Oflacw 
to  be  Just  and  reasonable,  except  the  losses 
and  expenses  expressly  made  unallowable 
under  other  provisions  of  this  contract. 

(6)  Materials,  supplies,  and  equipment, 
including  freight,  transportation,  material 
handling.  Inspection,  storage,  salvage,  and 
other  usual  expenses  incident  to  the  procure¬ 
ment,  use,  and  disposition  thereof,  subject  to 
approvals  required  under  other  provisions  of 
this  contract. 

(7)  Patents,  purchased  design,  and  royalty 
payments  to  the  extent  expressly  provided 
for  under  other  provisions  in  this  contract  or 
as  approved  by  the  Contracting  Officer;  and 
preparation  of  invention  disclosures,  reports, 
and  related  documents,  and  searching  the  art 
to  the  extent  necessary  to  make  such  inven¬ 
tion  disclosures  in  accordance  with  the  Pat¬ 
ent  clause  of  this  contract. 

(8)  Personnel  costs  and  related  expenses 
Incurred  in  accordance  with  appendix  A,  or 
amendments  thereto,  such  as: 

(1)  Salaries  and  wages:  bonuses  and  in¬ 
centive  compensation:  overtime,  shift  dlflfer- 
entlal,  holiday,  and  other  premium  pay  for 
time  worked;  nonwork  time.  Including  va¬ 
cations,  holidays,  sick,  funeral,  military,  Jiu^, 
witness,  and  voting  leave;  salaries  and  wages 
to  employees  in  their  capacity  as  imlon  stew¬ 
ards  and  committeemen  for  time  spent  in 
handling  grievances,  or  serving  on  labor 
management  (contractor)  committees:  Pro¬ 


vided,  however.  That  the  Contracting  Officer’s 
approval  is  required  in  each  instance  of  total 
compensation  to  an  individual  employee  at 

an  annual  rate  of  $ _ *  or  more,  when  it 

is  proposed  that  a  total  of  50  percent  or  more 
of  such  compensation  be  reimbursed  imder 
AEC  cost-type  contracts.  Total  compensation, 
as  used  here,  includes  only  the  employee’s 
base  salary  and  bonus  and  incentive  compen¬ 
sation  payments. 

(11)  Legally  required  contributions  to  old- 
age  and  survivors’  insurance,  unemployment 
compensation  plans  and  workmen’s  compen¬ 
sation  plans  (whether  or  not  covered  by  in¬ 
surance);  voluntary  or  agreed-upon  plans 
providing  benefits  for  retirement,  separation, 
life  insurance,  hospitalization,  medical-sur¬ 
gical  and  unemployment  (whether  or  not 
such  plans  are  covered  by  insurance); 

(ill)  Travel  (except  foreign  travel,  which 
requires  specific  approval  by  the  Contracting 
Officer  on  a  case-by-case  basis);  incidental 
subsistence  and  other  allowances  of  contrac¬ 
tor  employees,  in  connection  with  perform¬ 
ance  of  work  under  this  contract  (including 
new  employees  reporting  for  work  and  trans¬ 
fer  of  employees,  the  transfer  of  their  house¬ 
hold  goods  and  effects,  and  the  travel  and 
subsistence  of  their  dependents); 

(iv)  Employee  relations,  welfare,  morale, 
etc.,  programs,  including  incentive  or  sug¬ 
gestion  awards,  employee  counseling  services, 
health  or  first-aid  clinics,  and  house  or 
employee  publications; 

(v)  Personnel  training  (except  special  edu¬ 
cation  and  training  courses  and  research 
assignments  calling  for  attendance  at  educa¬ 
tional  institutions  which  require  specific 
approval  by  the  Contracting  Officer  on  a  case- 
by-case  basis)  including  apprenticeship 
training  programs  designed  to  improve  effi¬ 
ciency  and  productivity  of  contract  oi>era- 
tlons,  to  develop  needed  skills,  and  to  develop 
scientific  and  technical  personnel  in  special¬ 
ized  fields  required  in  the  contract  work;  and 

(vl)  Recruitment  of  personnel  (including 
help-wanted  advertisement)  including  serv¬ 
ices  of  employment  agencies  at  rates  not  in 
excess  of  standard  commercial  rates,  employ¬ 
ment  office,  travel  of  prospective  employees 
at  the  request  of  the  contractor  for  employ¬ 
ment  interviews. 

Appendix  A  may  be  modified  from  time  to 
time,' in  writing,  without  execution  of  an 
amendment  to  this  contract  for  the  pur¬ 
poses  of  effecting  any  changes  in  or  additions 
to  appendix  A  as  may  be  agreed  upon  by  the 
parties. 

Note:  In  appropriate  circumstances,  the 
lead  sentence  in  subparagraph  (8)  may  be 
changed  to  read  as  follows:  “Personnel  costs 
and  related  expenses  Incurred  in  accordance 
with  established  policies,  programs,  and 
schedules,  and  any  changes  thereto  during 
the  contract  term,  applicable  to  the  contrac¬ 
tor’s  private  operations  and  consistently 
followed  throughout  his  organization,  as 
approved  by  the  Contracting  Officer,  such 
as:’’ 

Also,  delete  last  paragraph  of  text  which 
refers  to  modifying  appendix  A. 

(9)  Rentals  and  leases  of  land,  buildings, 
and  equipment  owned  by  third  parties  where 
such  items  are  used  in  the  performance  of 
the  contract,  except  that  such  rentals  and 
leases  when  directly  chargeable  to  the  con¬ 
tract  shall  be  subject  to  approval  by  the 
Contracting  Officer. 

(10)  Repairs,  maintenance,  inspection,  re¬ 
placement,  and  disposal  of  Oovernment- 


^  The  specific  dollar  amount  to  be  inserted 
here  is  subject  to  determination  by  the  Con¬ 
tracting  Officer,  taking  into  account  the  cost 
principles  and  procedures  set  forth  in  Part 
9-15,  with  specific  reference  to  S  9-1610.10-14 
(d) .  In  no  event  should  the  dollar  amount  be 
more  than  $25,000. 


owned  property  to  the  extent  directed  of 
approved  by  the  Contracting  Officer. 

(11)  Repairs,  maintenance,  and  inspection 

of  contractor-owned  property  used  in 
nection  with  the  performance  of  this  con* 
tract,  including  reasonable  standby  facllitie* 
which  are  due  to  ordinary  wear  and  W 
from  use  and  the  action  of  the  element* 
provided  such  maintenance  and  repairs  keeti 
the  property  in  efficient  operating  condition 
and  do  not  add  to  its  permanent  value  or 
appreciably  prolong  its  intended  useful  life- 
and  major  repairs  (including  replacement) 
to  such  property,  except  that  such  major 
repairs  when  directly  chargeable  to  the  con- 
tract  shall  be  subject  to  approval  by  the 
Contracting  Officer. 

( 12)  Reproduction  and  art  work,  including 
such  models  and  mockups  as  may  be 
proved  by  the  Contracting  Officer. 

(13)  Structures  and  facilities  of  a  tempo- 

rary  nature  as  approved  by  the  Contractine 
Officer.  ^ 

(14)  Membership  in  trade,  business,  and 
professional  organizations,  except  that  such 
memberships  when  directly  chargeable  to 
the  contract  shall  be  subject  to  approval  by 
the  Contracting  Officer. 

(16)  Subcontracts,  purchase  orders,  and 
procurements  from  contractor-controlled 
sources,  subject  to  aprovals  required  by  other 
provisions  of  this  contract. 

(16)  Subscriptions  to  trade,  business, 
technical,  and  professional  periodicals,  ex¬ 
cept  that  such  subscriptions  when  directly 
chargeable  to  the  contract  shall  be  subject 
to  approval  by  the  Contracting  Officer, 

(17)  Taxes,  fees,  and  charges  levied  by 
public  agencies  which  the  contractor  is  re¬ 
quired  by  law  to  pay,  except  those  which  are 
expressly  made  unallowable  uixder  other 
provisions  of  this  contract. 

(18)  Utility  services,  including  electricity, 
gas,  water,  steam,  and  sewerage. 

(19)  The  costs  of  preparing  proposals  to 
the  extent  approved  by  the  Contracting  Offi¬ 
cer,  but  not  to  exceed  1  percent  of  the  direct 
material  and  direct  labor  costs  of  the  con¬ 
tract  work. 

Note;  This  paragraph  should  be  deleted 
for  on-site  architect-engineer  contracts. 

(e)  Examples  of  items  of  unallomble 
costs.  ’The  following  examples  of  items  of 
costs  are  unallowable  under  this  contract  to 
the  extent  indicated: 

(1)  Advertising,  except  (1)  help-wanted 
advertising,  and  (ii)  other  advertising  (such 
as  costs  of  participation-  in  exhibits)  ap¬ 
proved  by  the  Contractng  Officer  as  clearly  in 
furtherance  of  work  performed  under  the 
contract. 

(2)  Bad  debts  (including  expenses  of  col¬ 
lection)  and  provisions  for  bad  debts  not 
arising  out  of  the  performance  of  this  con¬ 
tract. 

(3)  Bonuses  and  similar  compensation 
under  any  other  name,  which  (i)  are  not 
pursuant  to  an  agreement  between  the  con¬ 
tractor  and  employee  prior  to  the  rendering 
of  the  services  or  an  established  plan  consist¬ 
ently  followed  by  the  contractor,  (11)  are 
in  excess  of  those  costs  which  are  allowable 
by  the  Internal  Revenue  Code  and  regula¬ 
tions  thereunder,  or  (Hi)  provide  total  com¬ 
pensation  to  an  employee  in  excess  of  rea¬ 
sonable  compensation  for  the  services 
rendered. 

(4)  Commissions,  bonuses,  and  fees  (under 
whatever  name)  in  connection  with  obtain¬ 
ing  or  negotiating  for  a  Government  con¬ 
tract  or  a  modification  thereto,  except  when 
paid  to  bona  fide  employees  or  bona  fide 
established  selling  organizations  maintained 
by  the  contractor  for  the  puri>ose  of  obtain¬ 
ing  Government  business. 

(5)  Contingency  reserves,  provisions  for 
(except  provisions  for  reserves  under  a  self- 
insurance  program  to  the  extent  that  the 
tjrpe,  coverage,  rates,  and  premiums  would  be 
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^lowable  If  commercial  Insurance  were  pur- 
to  cover  the  same  risk,  as  approved 
Jl^^Contractlng  Officer) . 

<6)  Contributions  and  donations. 

<7)  Depreciation  In  excess  of  that  cal¬ 
culated  by  application  of  methods  approved 
for  use  by  the  Internal  Revenue  Services 
wider  the  Internal  Revenue  Code  of  1954,  as 
tended,  Including  the  straight-line,  declln- 
iM  balance  (using  a  rate  not  exceeding  twice 
Se  rate  which  would  have  been  used  had  the 
depreciation  been  computed  under  the 
gt^ght-llne  method)  or  sum-of-the-years 
digits  method,  on  the  basis  of  expected  use- 
fiU  life,  to  the  cost  of  acquisition  of  the 
related  fixed  assets  less  estimated  salvage  or 
residual  value  at  the  end  of  the  expected 
useful  life.  Amortization  or  depreciation  of 
unrealized  appreciation  of  values  of  assets  or 
of  assets  fully  amortised  or  depreciated  on 
die  contractor’s  books  of  account  is 
unallowable. 

(8)  Dividend  provisions  or  payments  and, 
in  the  case  of  sole  proprietors  and  partners, 
distributions  of  profits. 

(9)  Entertainment  costs,  except  the  costs 
of  such  recreational  activities  for  on-slte  em¬ 
ployees  as  may  be  approved  by  the  pontract- 
Ing  Officer  or  provided  for  elsewhere  In  this 
contract. 

(10)  Fines  and  penalties,  including  as¬ 
sessed  interest,  resulting  from  violations  of, 
or  failure  of  the  contractor  to  comply  with, 
Federal,  State,  or  local  laws,  or  regulations, 
except  when  incurred  in  accordance  with 
written  approval  of  the  Contracting  Officer 
or  as  a  result  of  compliance  with  the  pro¬ 
visions  of  this  contract. 

(11)  Government- furnished  property,  ex¬ 
cept  to  the  extent  that  cash  payment  therefor 
is  required  pursuant  to  procedures  of  the 
Commission  applicable  to  transfers  of  such 
property  to  the  contractor  from  others. 

(13)  Insurance  (including  any  provision 
of  a  self-insurance  reserve)  on  any  person 
where  the  contractor  under  the  Insurance 
policy  is  the  beneficiary  directly  or  indirectly, 
and  insurance  against  loss  of  or  damage  to 
Government  property  as  defined  In 
Clause  _ 

(13)  Interest,  however  represented  (except 
Interest  Incurred  in  compliance  with  the 
clause  entitled  “State  and  local  taxes”) ,  bond 
discounts  and  expenses,  and  costs  of  financ¬ 
ing  and  refinancing  operations.  J 

(14)  Legal,  accounting,  apd  consulting 
services  and  related  costs  incurred  In  con¬ 
nection  with  the  preparation  of  prospectuses, 
preparation  and  Issuance  of  stock  rights, 
organization  or  reorganization,  prosecution 
or  defense  of  antitrust  suits,  prosecution  of 
claims  against  the  United  States,  contesting 
actions  or  proposed  actions  of  the  United 
States,  and  prosecution  or  defense  of  patent 
infringement  litigation. 

(16)  Losses  (including  litigation  expenses, 
counsel  fees,  and  settlements)  on,  or  arising 
from  the  sale,  exchange,  or  abandonment  of 
capital  assets,  including  investments;  losses 
on  other  contracts.  Including  the  contractor’s 
contributed  portion  under  cost-sharing  con¬ 
tracts;  losses  In  connection  with  price  reduc¬ 
tion  to  and  discount  purchases  by  employees 
and  others  from  any  source;  and  losses  where 
such  losses  or  expenses : 

(1)  Are  comjjensated  for  by  insurance  or 
otherwise,  or  which  would  have  been  com¬ 


pensated  by  insurance  required  by  law  or  By 
written  direction  of  the  Contracting  Officer 
but  which  the  contractor  failed  to  procure 
or  maintain  through  Its  own  fault  or  negli¬ 
gence,  or  which  could  have  been  covered  by 
permissible  Insurance  In  keeping  with  ordi¬ 
nary  business  practice  but  which  the  con¬ 
tractor  failed  to  secure  or  maintain; 

(11)  Result  from  willful  misconduct  or  lack 
of  good  faith  on  the  part  of  any  of  the  con¬ 
tractor’s  directors,  corporate  officers,  or  a 


supervising  representative  of  the  contractor, 
as  defined  In  Clause _ of  this  contract; 

(ill)  Represent  liabllltloe  to  third  persons 
for  which  the  contractor  has  expressly  ac-  ' 
cepted  responsibility  under  other  terms  of 
this  contract. 

(16)  Precontract  costs,  except  as  expressly 
made  allowable  under  other  provisions  In 
this  contract. 

(17)  Reconversion,  alteration,  restoration, 
or  rehabilitation  of  the  contractor’s  facilities, 
except  as  expressly  provided  elsewhere  in  this 
contract. 

(18)  Research  and  development  costs,  un¬ 
less  specifically  provided  for  elsewhere  In  this 
contract. 

(19)  Selling  costs,  except  to  the  extent 
they  are  determined  to  be  reasonable  and  to 
be  allocable  to  the  contract.  Allocablllty  of 
selling  costs  to  the  contract  will  be  deter¬ 
mined  in  the  light  of  reasonable  benefit  to 
the  agency  program  arising  from  such  activi¬ 
ties  as  technical,  consulting,  demonstration, 
and  other  services  performed  for  such  pur¬ 
poses  as  applying  or  adapting  the  contractor’s 
product  for  agency  use. 

(20)  Storage  of  records  pertaining  to  this 
contract  after  completion  of  operations  under 
this  contract  irrespective  of  contractual  or 
statutory  requirement  of  the  preservation  of 
records. 

(21)  Taxes,  fees,  and  charges  In  connection 
with  financing,  refinancing,  or  refunding 
operations.  Including  the  listing  of  securities 
on  exchanges;  taxes  which  are  paid  contrary 
to  the  clause  entitled  “State  and  local  taxes”; 
Federal  taxes  on  net  income  and  excess 
profits;  and  special  assessments  on  land 
which  represent  capital  Improvement. 

(22)  Salary  or  other  compensation  (and 
expenses  related  thereto)  of  any  individual 
employed  under  this  contract  as  a  consultant 
or  in  another  comparable  employment  ca¬ 
pacity  who  Is  an  employee  of  another  orga¬ 
nization  and  concurrently  performing  work 
on  a  full-time  annual  basis  for  that  orga¬ 
nization  under  a  cost-tyi>e  contract  with  the 
Commission,  except  to  the  extent  that  cash 
payment  therefor  is  required  pursuant  to 
the  provisions  of  this  contract  or  procedures 
of  the  Commission  applicable  to  the  borrow¬ 
ing  of  such  an  Individual  from  another  cost- 
type  contractor. 

(23)  First-class  air  travel  in  excess  of  the 
cost  of  less  than  first-class  air  accommoda¬ 
tions,  except  when  less  than  first-class 
accommodations  are  not  reasonably  available 
to  meet  necessary  mission  requirements,  such 
as,  where  less  than  first-class  accommoda¬ 
tions  would: 

(1)  Require  circuitous  routing, 

(ii)  Require  travel  during  unreasonable 
hours, 

(ill)  Greatly  Increase  the  duration  of  the 
flight, 

(iv)  Result  in  additional  costs  which 
would  offset  the  transportation  savings, 

(v)  Offer  accommodations  which  are  not 
reasonably  adequate  for  the  medical  needs 
of  the  traveler. 

Note:  'The  following  additional  examples 
of  Items  of  unallowable  costs  are  to  be  used 
In  on-slte  architect-engineer  contracts: 

(24)  Costs  of  preparing  proposals. 

(25)  Central  and  branch  office  expenses 
of  the  contractor,  except  as  specifically  set 
forth  In  the  contract. 

(26)  Travel  expenses  of  officers,  partners, 
proprietors,  executives,  administrative  heads, 
and  other  employees  of  the  contractor’s  cen¬ 
tral  office  or  branch  office  organization 
concerned  with  the  general  management, 
supervision,  and  conduct  of  the  contractor’s 
business  as  a  whole,  except  to  the  extent 
that  particular  travel  Is  in  connection  with 
the  contract  and  approved  by  the  Contract¬ 
ing  Officer. 


§  9—7.5006—13  Drawings,  designs,  speci¬ 
fications. 

All  drawings,  sketches,  designs,  design 
data,  specifications,  notebooks,  technical  and 
scientific  data,  €uid  all  photographs,  nega¬ 
tives,  reports,  findings,  recommendations, 
data  and  memoranda  of  every  description 
relating  thereto,  as  well  as  all  copies  of  the 
foregoing  relating  to  the  work  or  any  part 
thereof,  shall  be  subject  to  inspection  by 
the  Commission  at  all  reasonable  times  (for 
which  inspection  the  proper  facilities  shall 
be  afforded  the  Commission  by  the  contractor 
and  Its  subcontractors) ,  shall  be  the  property 
of  the  Government  and  may  be  used  by  the 
Government  for  any  purpose  whatsoever 
without  any  claim  on  the  part  of  the  contrac¬ 
tor  and  Its  subcontractors  and  vendors  for 
additional  compensation  and  shall,  subject 
to  the  right  of  the  contractor  to  retain  a 
copy  of  said  material  for  Its  own  use,  be 
delivered  to  the  Government,  or  otherwise 
disposed  of  by  the  contractor  either  as  the 
Contracting  Officer  may  from  time  to  time 
direct  during  the  progress  of  the  work  or  In 
any  event  as  the  Contracting  Officer  shall 
direct  upon  completion  or  termination  of 
this  contract.  The  contractor’s  right  of  re¬ 
tention  and  use  shall  be  subject  to  the 
security,  patent,  and  use  of  information 
provisions,  if  any,  of  this  contract. 

§  9—7.5006—14  Obligation  of  funds,  rsti> 
males  of  cost  (other  than  operating 
eoniraels). 

(a)  Obligation  of  funds'The  amount  pres¬ 
ently  obligated  by  the  Government  with 

respect  to  the  contract  is  _  dollars 

($ _ ).  Such  amount  may  be  Increased 

unilaterally  by  the  Commission  by  written 
notice  to  the  contractor  and  may  be  in¬ 
creased  or  decreased  by  written  agreement  of 
the  parties  (whether  or  not  by  formal  modi¬ 
fication  of  this  contract).  Payments  by  the 
Government  under  this  contract  on  account 
of  allowable  costs  shall  not  In  the  aggregate 
exceed  the  amount  obligated  with  respect  to 
this  contract,  less  the  contractor’s  fixed  fee. 

(b)  Notices — Contractor  excused  pending 
increase  when  obligation  is  reached.  When¬ 
ever  the  contractor  has  reason  to  believe  that 
the  total  cost  of  the  work  under  this  con¬ 
tract  (exclusive  of  the  contractor’s  fixed 
fee)  will  be  greater  or  substantially  less  than 
the  presently  estimated  cost  of  the  work,  the 
contractor  shall  promptly  notify  the  Con¬ 
tracting  Officer  in  writing.  (In  contracts 
which  are  fully  obligated,  substitute  the 
words  “amount  obligated  with  respect  to  this 
contract  less  the  contractor’s  fixed  fee”  for 
the  words  “presently  estimated  cost  of  the 
work.”]  The  contractor  shall  also  notify  the 
Contracting  Officer  in  writing  when  the 
aggregate  of  expenditures  plus  outstanding 
commitments  and  liabilities  allowable  under 
this  contract.  Including  the  contractor’s  fixed 
fee.  Is  equal  to  ninety  percent  (90%)  (or 
such  other  percentage  as  the  Contracting 
Officer  may  from  time  to  time  establish  by 
notice  to  the  contractor)  of  the  amount  then 
obligated  with  respect  to  this  contract.  When 
such  expenditures  and  outstanding  commit¬ 
ments  and  liabilities,  including  the  contrac¬ 
tor’s  fixed  fee,  equal  one  hundred  percent 
(100%)  of  such  amount,  the  contractor  shall 
Immediately  notify  the  Contracting  Officer 
and  shall  make  no  further  commitments  or 
expenditures  (excefrt  to  meet  existing  com¬ 
mitments  and  liabilities)  and  shall  be  ex¬ 
cused  from  further  performance  of  the  work 
unless  and  until  the  Contracting  Officer 
thereafter  shall  Increase  the  amount  obli¬ 
gated  with  respect  to  this  contract. 

(c)  Government’s  right  to  terminate  not 
affected.  ’The  giving  of  any  notice  by  either 
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party  undw  this  article  shall  not  be  con¬ 
strued  to  waive  or  Impair  any  right  of  the 
Government  to  terminate  the  contract  under 
the  provisions  of  the  article  entitled 
“Termination.” 

(d)  Estimates  of  cost.  The  presently  esti¬ 
mated  cost  of  the  work  imder  this  contract 

Is _ dollars  ($ _ )  exclusive  of  the 

contractor’s  fixed  fee. 

Note  A:  The  following  sentence  may  be 
substituted  for  the  second  sentence  of  para¬ 
graph  (b)  above:  "The  contractor  shall  also 
notify  the  tlontracting  Officer  In  writing 
when  the  aggregate  of  expenditures  plus  out¬ 
standing  commitments  and  liabilities  allow¬ 
able  under  this  contract,  including  the  con¬ 
tractor’s  fixed  fee,  leaves  available  funds 
sufficient  to  continue  contract  performance 

for  only _ days  (or  such  other  period 

as  the  Contracting  Officer  may  from  time  to 
time  establish  by  notice  to  the  contractor) .” 

Note  B:  In  contracts  where  revenues  and 
receipts  are  anticipated  and  such  revenues 
and  receipts  are  to  be  available  and  used  for 
payment  of  allowable  costs,  paragraphs  (a) 
and  (b)  above  should  be  changed  with  the 
approval  of  counsel  to  provide  for  such  reve¬ 
nues  and  receipts  in  a  manner  similar  to 
paragraphs  (a)  and  (c),  respectively,  of 
I  9-7.6006-15. 

Note  C:  In  certcUn  types  of  contractual 
situations  (e.g.,  multiperiod  of  multiphase 
contracts) ,  it  may  be  necessary  to  Identify  a 
controlling  feature  (e.g.,  period  or  phase) 
with  Its  related  estimated  cost;  In  such  event, 
changes  may  be  made  in  paragraph  (d)  above 
to  appropriately  Identify  the  controlling 
feature. 

§  9—7.5006—15  Obligation  of  funds  (op¬ 
erating  contracts). 

(a)  Obligation  of  funds.  The  amount  pres¬ 
ently  obligated  by  the  Government  with  re¬ 
spect  to  this  contract  Is  _  dollars 

($ - ).  Such  amoimt  may  be  Increased 

unilaterally  by  the  Ccmimlsslon  by  written 
notice  to  the  Contractor  and  may  be  In¬ 
creased  or  decreased  by  written  agreement  of 
the  parties  (whether  or  not  by  formal  modi¬ 
fication  of  t^  contract) .  Estimated  revenues 
and  receipts  from  others  for  work  and  serv¬ 
ices  to  be  performed  under  this  contract  are 
not  Included  In  the  amount  obligated  with 
respect  to  this  contract.  Such  revenues  and 
receipts,  to  the  extent  actually  received  by 
the  Contractor,  shall  be  available  and  used 
for  the  payment  of  allowable  costs  as  pro¬ 
vided  In  the  article  entitled  "Payments  and 
advances.’’  Nothing  in  this  paragraph  (a)  Is 
to  be  construed  as  author -zing  the  Contrac- 
tcH*  to  exceed  limitations  stated  in  financial 
plans  established  by  the  Commission  and 
furnished  to  the  Contracts  from  time  to 
time  \mder  this  contract. 

(b)  Limitation  on  payment  by  the  Govern- 
ment.  Except  as  otherwise  provided  in  this 
contract  and  except  for  coets  which  may  be 
Incurred  by  the  Contractor  pursuant  to  the 
article  entitled  "Termination”  or  costs  of 
claims  allowable  under  the  contract  accruing 
after  completion  or  termination  and  not  re¬ 
leased  by  the  Contractor  at  the  time  of  finan¬ 
cial  settlement  of  the  contract  In  accordance 
with  the  article  entitled  "Payments  and 
advances,"  payment  by  the  Government  un¬ 
der  this  contract  on  account  of  allowable 
costs  shall  not  in  the  aggregate  exceed  the 
amount  obligated  with  respect  to  this  con¬ 
tract,  less  the  Contractor’s  fixed  fee.  Unless 
expressly  negated  In  this  contract,  payment 
on  account  of  those  costs  excepted  In  the 
preceding  sentence  which  are  In  excess  of 
the  amount  obligated  with  respect  to  this 
contract  shall  be  subject  to  the  availability 
of  (1)  revenues  and  receipts  deposited  to  the 
Government’s  account  as  provided  In  the 
article  entitled  "Payments  and  advances," 
and  (2)  other  fvmds  which  the  Commission 


may  legally  use  for  such  purpose:  Provided, 
’The  Commission  will  use  Its  best  efforts  to 
obtain  the  impropriation  of  funds  for  this 
purpose  If  not  otherwise  available. 

(c)  Notices — Contractor  excused  from  fur¬ 
ther  performance.  ’The  Contractor  shall  notify 
the  Commission  In  writing  whenever  the  un¬ 
expended  balance  of  funds  (Including  rev¬ 
enues  and  receipts)  available  under  para¬ 
graph  (a)  above,  plus  the  Contractor’s  beet 
estimate  of  revenues  and  receipts  to  be  re¬ 
ceived  during  the _ day  period  herein¬ 

after  specified,  is  In  the  Contractor’s  beet 
Judgment  sufficient  to  continue  contract 
operations  at  the  programed  rate  for  only 

_ days  and  to  cover  the  Contractor’s 

\mpaid  fixed  fee,  and  outstanding  commit¬ 
ments  and  liabilities  on  account  of  costs 
allowable  under  the  contract  at  the  end  of 
such  period.  Whenever  the  unexpended  bal¬ 
ance  of  fimds  (including  revenues  and  re¬ 
ceipts)  available  under  paragraph  (a)  above, 
less  the  amount  of  the  Contractor’s  fixed  fee 
then  earned  but  not  paid.  Is  in  the  Con¬ 
tractor’s  best  Judgment  either  sufficient  only 
to  liquidate  outstanding  commitments  and 
liabilities  on  account  of  costs  allowable  under 
this  contract  or  is  eqiial  to  zero,  the  Contrac¬ 
tor  shall  immediately  notify  the  Conunlsslon 
and  shall  make  no  further  commitments  or 
expenditures  (except  to  liquidate  existing 
commitments  and  liabilities) ,  and,  unless  the 
parties  otherwise  agree,  the  Contractor  shall 
be  excvised  from  further  performance  (except 
such  performance  as  may  become  necessary 
In  connection  with  termination  by  the  Gov¬ 
ernment)  and  the  performance  of  all  work 
hereunder  will  be  deemed  to  have  been  ter¬ 
minated  for  the  convenience  of  the  Govern¬ 
ment  In  accordance  with  the  provisions  of 
the  article  entitled  “Termination.” 

(d)  Financial  plans;  cost  and  commitment 
limitations.  In  addition  to  the  limitations 
provided  for  elsewhere  in  this  contract,  the 
Commission  may,  through  Financial  Plans  or 
other  directives  issued  to  the  Contractor, 
establish  controls  on  the  costs  to  be  Incurred 
and  commitments  to  be  made  in  the  per¬ 
formance  of  the  contract  work.  Such  plana 
and  Instructions  may  be  amended  or  sup¬ 
plemented  from  time  to  time  by  the  Com¬ 
mission.  ’The  Contractor  hereby  agrees  to 
comply  with  the  specific  limitations  (ceil¬ 
ings)  on  costs  and  commitments  set  forth 
In  such  plans  and  directives,  to  use  its  best 
efforts  to  comply  with  the  other  require¬ 
ments  of  such  plans  and  directives,  and  to 
promptly  notify  the  Commission  in  writing 
whenever  It  has  reason  to  believe  the  au¬ 
thorized  financial  levels  of  costs  and  com¬ 
mitments  will  be  exceeded  or  substantially 
underrun. 

Note:  ’This  paragraph  (d)  may  be  omitted 
in  contracts  which  expressly  or  othewlse  pro¬ 
vide  a  contractual  basis  for  equivalent  con¬ 
trols  in  a  separate  article. 

(e)  Government’s  right  to  terminate  not 
affected.  The  giving  of  any  notice  under  this 
article  shall  not  be  construed  to  waive  or  Im¬ 
pair  any  right  of  the  Government  to  termi¬ 
nate  the  contract  under  the  provisions  of 
the  article  entitled  “Termination.” 

§  9—7.5006—16  Background  patent  rights 
and  background  technical  data. 

See  §  9-9.5008. 

§  9—7.5006—17  Patents  contractor  held 
harmless. 

See  §9-9.5010. 

§  9—7.5006—18  Patent  indemnity. 

See  §  9-9.5009. 

§  9—7.5006—19  Patent  provisions  Type  A. 
See  §  9-9.5003. 


§  9—7.5006—20  Patent  provisions  TypeH 
See  §  9-9.5004. 

§  9-7.5006-21  Patent  provisions  Type  c, 
See  §  9-9.5005. 

§  9—7.5006—22  Patents — reporting  of 
royalties. 

See  §  9-9.5011. 

§  9-7.5006-23  Payments  and  advances 
(cost-type  contracts  where  funds  aiv 
advanced  by  AEG). 

(a)  Installments  of  fixed  fee.  Ninety  pet- 
cent  (90%)  of  the  fixed  fee  shall 

due  and  payable  In  periodic  installments  in 
amounts  based  on  the  proportion  of  the  work 
then  completed,  as  determined  by  the  Con¬ 
tracting  Officer,  and  the  balance  upon  com- 
pleUon  and  acceptance  of  all  wwk  under 
this  contract. 

Note  A:  For  operating  contracts  use:  "The 

fixed  fee  provided  for  In  Clause _ shall 

be  paid  In  equal  monthly  Installments  as  it 
accruee.” 

Note  B  ;  Where  a  separate  fixed  fee  is  pro¬ 
vided  for  a  separate  item  of  work,  this  sub¬ 
paragraph  should  be  modified  to  permit 
payment  of  the  entire  fixed  fee  upon  comple- 
tion  of  that  item. 

(b)  Payments  on  Account  of  Allomhle 
Costs.  ’The  Contracting  Officer  and  the  con¬ 
tractor  shall  agree  as  to  the  extent  to  which 
payment  for  allowable  costs  or  payments  foe 
other  Items  specifically  approved  In  writing 
by  the  Contracting  Officer  shall  be  made  from 
advances  of  Government  funds. 

(c)  Special  Bank  Account — Use.  All  sd- 
vancee  of  Government  funds  shall  be  with¬ 
drawn  pursuant  to  a  letter  of  credit  in  famr 
of  the  contractor  or.  In  the  option  of  the 
Government,  shall  be  made  by  check  payable 
to  the  contractor,  and  shall  be  deposited  only 
in  the  Special  Bank  Account  referred  to  in 
the  Agreement  for  Special  Bank  Account, 
which  is  attached  hereto  and  incorporated 
into  this  contract  as  an  appendix.  ’The  con¬ 
tractor  shall  likewise  deposit  In  the  Special 
Bank  Account  any  other  revenues  received  by 
the  contractor  In  connection  with  the  wwk 
under  this  contract.  No  part  of  the  funds  in 
the  Special  Bank  Account  shall  be  (1)  min¬ 
gled  with  any  funds  of  the  contractor  or  (2) 
used  for  a  purpose  other  than  that  of  making 
payments  for  costs  allowable  under  this  con¬ 
tract  or  payments  for  other  items  specifically 
approved  In  writing  by  the  Contracting 
Officer.  If  the  Contracting  Officer  shall  at  any 
time  determine  that  the  balance  on  such 
bank  account  exceeds  the  contractor’s  cur¬ 
rent  needs,  the  contractor  shall  promptly 
make  such  disposition  of  the  excess  as  the 
Contracting  Officer  may  direct. 

Note:  For  Special  Bank  Account  Agree¬ 
ment,  see  !  9-7.6006-24. 

(d)  Title  to  funds  advanced.  ’Title  to  the 
unexpended  balance  of  any  funds  advanced 
and  of  any  bank  account  established  pursu¬ 
ant  to  this  clause  shall  remain  in  the  Govern¬ 
ment  and  be  superior  to  any  claim  or  lien 
of  the  bank  of  deposit  or  others.  It  is  under¬ 
stood  that  an  advance  to  the  contractor 
hereunder  is  not  a  loan  to  the  contractor, 
and  will  not  require  the  payment  of  Interest 
by  the  contractor,  and  that  the  contractor 
acquires  no  right,  title  or  Interest  in  or  to 
such  advance  other  than  the  right  to  make 
expenditures  therefrom  as  provided  in  this 
clause. 

(e)  Review  and  approval  of  costs  incurrei. 
The  contractor  shall  prepare  and  submit 
annually  as  of  June  30  a  voucher,  for  the 
total  of  net  expenditures  accrued  (l.e.,  net 
costs  Incurred)  for  the  period  covered  by  the 
voucher,  and  the  Commission,  after  audit 
and  appropriate  adjustment,  will  approve 
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voucher.  This  approval  by  the  Com-  to  the  contractor  In  connection  with  the  work 
will  constitute  an  acknowledgment  under  this  contract  shall  be  Government 
r  the  Commission  that  the  net  costs  In-  property  and  shall  be  deposited  In  the  Spe- 
^  j  are  allowable  under  the  contract  and  clal  Bank  Account  to  be  available  for  pay- 
*^h^hey  have  been  recorded  in  the  accounts  ment  of  allowable  cost  under  this  contract. 
*^*^ntalned  by  the  contractor  In  accordance  (J)  Direct  payment  of  charges-deduc- 
Rh  the  Commission  accounting  policies,  but  tions.  The  Government  reserves  the  right, 
^11  not  relieve  the  contractor  of  responsl-  upon  ten  days’  written  notice  from  the 
Miitv  for  the  Commission’s  assets  In  Its  Contracting  Officer  to  the  contractor,  to  pay 
°are  for  appropriate  subsequent  adjust-  directly  to  the  persons  concerned  all  amounts 
or  for  errors  later  becoming  known  to  due  which  otherwise  would  be  allowable  un- 
the  Commission.  der  this  contract.  Any  payment  so  made  shall 

^  Note:  This  paragraph  (e)  should  be  discharge  the  Government  of  all  liability  to 
omitted  In  contracts  with  nonintegrated  the  contractor  therefor. 

''C'l’iMnciaUcftZcmenf.  The  Government  §9-7.5006-24  Special  bank  account 
shall  promptly  pay  to  the  contractor  the  un-  agreement. 

naid  balance  of  allowable  costs  and  fixed  Agreement  entered  Into  this _ day  of 

lee  upon  termination  of  the  work,  expira-  _ ,  196..,  between  the  United 

tion  of  the  term  of  the  contract,  or  comple-  states  of  America  (hereinafter  called  the 
tlon  of  the  work  and  Its  acceptance  by  the  Government),  represented  herein  by  the 
Government  after  (1)  compliance  by  the  united  States  Atomic  Energy  Commission 

contractor  with  the  Commission’s  .  patent  (hereinafter  called  the  “Commission”) , _ 

clearance  requirements,  and  (2)  the  fur-  _ _  hereinafter  called  the 

nlsbing  by  the  contractor  of:  ‘Contractor,’  a  corporation  under  the  laws  of 

(1)  An  assignment  of  the  contractor’s  the  State  of _ ,  and _ 

rights  to  any  refunds,  rebates,  allowances,  hereinafter  called  the  Bank,  a  banking  cor- 
accounts  receivable,  or  other  credits  applica-  poration  under  the  laws  of _ ,  lo- 


ble  to  allowable  costs  under  the  contract;  cated  at _ 

(2)  A  closing  financial  statement;  and 

(3)  ’The  accounting  for  Government-  Recitals 

owned  property  required  by  the  clause  en-  (a)  Under  date  of - ,  196-.,  the 

titled  “Property.”  Commission  and  the  Contractor  entered  Into 

(4)  A  release  discharging  the  Government,  Contract  (s)  No. - ,  or  a  Supple- 

its  officers,  agents,  and  employees  from  all  mental  Agreement  thereto,  providing  for 


Uabllltles,  obligations,  and  claims  arising  out  the  making  of  advances  of  Government  funds 
at  at  imder  this  contract,  subject  only  to  to  the  Contractor.  Copy  of  such  advance  pro- 
the  following  exceptions:  visions  has  been  furnished  to  the  Bank. 

(I)  Specified  claims  In  stated  amounts  or  (b)  The  Commission  requires  that  amounts 

In  estimated  amounts  where  the  amounts  advanced  to  the  Contractor  under  said  con- 
are  not  susceptible  of  exact  statement  by  tract  or  Supplemental  Agreement  be  depos- 
the  contractor;  Ited  in  a  Special  Bank  Account  or  accounts 

(II)  Claims,  together  with  reasonable  ex-  with  a  bank  designated  by  the  ’Treasury 
penses  incidental  thereto,  based  upon  liablll-  Department  as  a  depositary  and  financial 
ties  of  the  contractor  to  third  parties  arising  agent  of  the  Government  (Section  10  of  the 
out  of  the  performance  of  this  contract;  Act  of  June  11,  1942,  66  Stat.  356;  12  U.S.C. 
provided  that  such  claims  are  not  known  to  265) ,  separate  from  any  of  the  Contractor’s 
the  contractor  on  the  date  of  the  execution  general  or  other  funds;  and,  the  Bank  being 
of  the  release;  and  provided  further  that  the  such  a  bank,  the  parties  are  agreeable  to  so 
contractor  gives  notice  of  such  claims  In  depositing  said  amounts  with  the  Bank, 
writing  to  the  Contracting  Officer  not  more  (c)  This  Special  Bank  Account  shall  be 
than  six  (6)  years  after  the  date  of  the  designated 

release  or  the  date  of  any  notice  to  the  con-  “ - -  - - 

tractor  that  the  Government  Is  prepared  to  (Name  of  Contractor)  (Contract  No.) 
mifice  final  payment,  whichever  Is  earlier;  united  States  Atomic  Energy  Commission 

/..IV  ^  Special  Bank  Account.” 

(III)  Claims  for  reimbursement  of  costs 


records  and  any  and  all  memoranda,  checks, 
correspondence,  or  documents  appertaining 
thereto.  Except  as  agreed  upon  by  the  Gov¬ 
ernment  and  the  Bank,  all  books  and  rec¬ 
ords  pertaining  to  the  Special  Bank  Ac¬ 
count  In  the  possession  of  the  Bank  relating 
to  the  Special  Bank  Account  agreement  shall 
be  preserved  by  the  Bank  for  a  period  of 
three  (3)  years  after  final  payment  under  the 
contract  to  which  the  Special  Bank  Account 
agreement  pertains  or  otherwise  disposed  of 
in  such  manner  as  may  be  agreed  upon  by  the 
Government  and  the  Bank. 

(4)  In  the  event  of  the  service  of  any  writ 
of  attachment,  levy  of  execution,  or  com- 
'mencement  of  garnishment  proceedings  with 
respect  to  the  Special  Bank  Account,  the 
Bank  will  promptly  notify  the  Manager, 

_ Operations  Office,  United  States 

Atomic  Energy  Commission.  In  witness 
whereof  the  parties  hereto  have  caused  this 
Agreement  to  be  executed  as  of  the  day  and 
year  first  above  v/rltten. 


(Signatures  and  official  titles) 

§  9—7.5006—25  Fuynients  (cosl-lype  con¬ 
tracts  where  funds  are  nut  advanced). 

(a)  Payments  on  account  of  allowable 
costs.  Once  each  month  (or  at  more  frequent 
Intervals,  if  approved  by  the  Contracting 
Officer)  the  contractor  may  submit  to  the 
Contracting  Officer,  In  such  form  and  reason¬ 
able  detail  as  he  may  require,  an  Invoice  or 
voucher  supported  by  a  statement  of  cost  In¬ 
curred  by  the  contractor  in  the  performance 
of  this  contract  and  claimed  to  constitute 
allowable  costs.  Promptly  after  receipt  of 
each  Invoice  or  voucher  the  Government 
shall,  subject  to  the  provisions  of  (c) 
below,  make  payment  thereon  as  approved  by 
the  Contracting  Officer. 

Note:  For  supply-type  contracts  make  last 
sentence  read  “make  payment  to  the  extent 
of  90%  thereon.” 

(b)  Payments  on  account  of  fixed  fee.  The 
fixed  fee  shall  become  due  and  payable  In 
periodic  installments  In  Eunounts  based  on 
the  proportion  of  the  work  then  completed 
as  determined  by  the  Contracting  Officer. 
In  making  such  periodic  payments  there  shall 
be  retained  (10  or  15)  percent  from  each 
payment  which  retained  amounts  shall  be 
paid  upon  completion  and  acceptance  of  all 
work  under  this  contract;  provided,  however, 
that  the  Contracting  Officer  may  at  any  time 
the  amount  of  the  retained  fixed  fee  equals 


(other  than  expenses  of  the  contractor  by 


Covenants 


One  Hundred  Thousand  Dollars  ($100,000) 


reason  of  any  Indemnification  of  the  Gov¬ 
ernment  against  patent  liability) ,  Including 
reasonable  expenses  incidental  thereto.  In¬ 
curred  by  the  contractor  under  the  provisions 
of  this  contract  relating  to  patents. 

In  arriving  at  the  amount  due  the  con¬ 
tractor  under  this  clause,  there  shall  be 
deducted  (1)  any  claim  which  the  Govern¬ 
ment  may  have  against  the  contractor  in 
connection  with  this  contract,  and  (2)  de¬ 
ductions  due  under  the  terms  of  this  con¬ 
tract,  and  not  otherwise  recovered  by  or 
credited  to  the  Government.  ’The  unliqui¬ 
dated  balance  of  the  Special  Bank  Account 
niay  be  applied  to  the  amount  due  and  any 
balance  shall  be  returned  to  the  Government 
forthwith. 

(g)  Claims.  Claims  for  credit  against  funds 
advanced  or  for  payment  shall  be  accojn- 
panled  by  such  supporting  documents  and 
justification  as  the  Contracting  Officer  shall 
prescribe. 

(h)  Discounts.  The  contractor  shall  take 
and  afford  the  Government  the  advantage  of 
all  known  and  available  cash  and  trade  dis¬ 
counts,  rebates,  allowances,  credits,  salvage, 
and  commissions  unless  the  Contracting 
Mcer  finds  that  such  action  Is  not  In  the 
best  Interest  of  the  Government. 

(!)  Revenues.  All  revenues  other  than  the 
contractor’s  fixed  fee  or  fees.  If  any,  accruing 


In  consideration  of  the  foregoing,  and  lor 
other  good  and  valuable  considerations.  It  Is 
agreed  that; 

(1)  The  Government  shall  have  title  to  the 
credit  balance  In  said  account  to  secure  the 
return  of  all  advances  made  to  the  Con¬ 
tractor,  which  title  shall  be  superior  to  any 
lien  or  claim  of  the  Bank  or  others  with 
resi>ect  to  such  account. 

(2)  The  Bank  will  be  bound  by  the  provi¬ 
sions  of  said  contract  or  contracts  relating 
to  the  deposit  and  withdrawal  of  funds  In 
the  above  Special  Bank  Account,  but  shall 
not  be  responsible  for  the  application  of 
funds  properly  withdrawn  from  said  account. 
After  receipt  by  the  Bank  of  written  direc¬ 
tions  from  the  Contracting  Officer,  or  from 
the  duly  authorized  representative  of  the 
Contracting  Officer  or  the  Manager  of  the 
_ Operations  Office  of  the  Com¬ 
mission,  the  Bank  shall  act  thereon  and  shall 
be  under  no  liability  to  any  party  hereto  for 
any  action  taken  In  accordance  with  the  said 
written  directions. 

(3)  The  Go'ernment,  or  Its  authorized 
representatives,  shall  have  access  to  the 
books  and  records  maintained  by  the  Bank 
with  respect  to  such' Special  Bank  Account 
at  all  reasonable  times  and  for  all  reasonable 
purposes.  Including,  without  limitation,  the 
inspection  or  copying  of  such  books  and 


make  payments  of  any  of  the  remaining 
periodic  Installments  of  the  fixed  fee  In  full. 

(c)  Audit  adjustments.  At  any  time  or 
times  prior  to  settlement  under  this  contract 
the  Contracting  Officer  may  have  Invoices  or 
vouchers  and  statements  of  cost  audited. 
Each  payment  theretofore  made  shall  be  sub¬ 
ject  to  reduction  for  amounts  Included  In  the 
related  Invoice  or  voucher  which  are  found 
by  the  Contracting  Officer,  on  the  basis  of 
such  audit,  not  to  constitute  allowable  cost. 
Any  payment  may  be  reduced  for  overpay¬ 
ments,  or  increased  for  underpayments,  on 
preceding  Invoices  or  vouchers. 

(d)  Completion  voucher.  On  receipt  and 
approval  of  the  Invoice  or  voucher  desig¬ 
nated  by  the  contractor  as  the  “completion 
Invoice”  or  “completion  voucher”  and  upon 
compliance  by  the  contractor  with  all  the 
provisions  of  this  contract  (Including,  with¬ 
out  limitation,  the  provisions  relating  to 
patents  and  provisions  of  (f)  below)  the 
Government  shall  promptly  pay  to  the  con-' 
tractor  any  balance  of  allowable  cost,  and 
any  part  of  the  fixed  fee  which  has  been  with¬ 
held  pursuant  to  (b)  above  or  otherwise  not 
paid  to  the  contractor.  ’The  completion  In¬ 
voice  or  voucher  shall  be  submitted  by  the 
contractor  promptly  following  completion  of 
the  work  under  this  contract  but  In  no  event 
later  than  one  (1)  year  (unless  within  the 
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year  the  Contracting  Officer  grants  a  further 
specific  period  of  time)  from  the  date  of 
such  completion. 

(e)  Applicable  credits.  The  contractor 
agrees  that  any  refimds,  rebates,  credits,  or 
other  amounts  (including  any  interest 
thereon)  accruing  to  or  received  by  the  con¬ 
tractor  or  any  assignee  under  this  contract 
shall  be  paid  by  the  contractor  to  the  Oov- 
ernment,  to  the  extent  that  they  are  prop¬ 
erly  allocable  to  costs  for  which  the 
contractor  has  been  reimbursed  by  the  Oov- 
ernment  tinder  this  contract.  Reasonable  ex¬ 
penses  incurred  by  the  contractor  for  the 
purpose  of  securing  such  refunds,  rebates, 
credits,  or  other  amounts  shall  be  allowable 
costs  hereunder  when  approved  by  the  Con¬ 
tracting  Officer. 

(f)  Financial  settlement.  Prior  to  final  pay¬ 
ment  under  this  contract,  the  contractor  and 
each  assignee  under  this  contract  whose  as¬ 
signment  Is  In  effect  at  the  time  of  final 
payment  under  this  contract  shall  execute 
and  deliver: 

(1)  An  assignment  to  the  Government  In 
form  and  substance  satisfactory  to  the  Con¬ 
tracting  Officer  of  refunds,  rebates,  credits, 
or  other  amounts  (including  any  interest 
thereon)  properly  allocable  to  costs  for 
which  the  Contractor  has  been  reimbursed 
by  the  Government  under  this  contract;  and 

(2)  A  release  discharging  the  Government, 

Its  officers,  agents,  and  employees  from  all 
liabilities,  obligations,  and  claims  arising  out 
of  or  under  this  contract,  subject  only  to 
the  following  exceptions: 

(i)  Specified  claims  in  stated  amounts  or 
in  estimated  amounts  where  the  amounts 
are  not  susceptible  of  exact  statement  by  the 
contractor; 

(11)  Claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  based  upon  lia¬ 
bilities  of  the  contractor  to  third  parties 
arising  out  of  performance  of  this  contract: 
Provided.  That  such  claims  are  not  known 
to  the  contractor  on  the  date  of  the  execu¬ 
tion  of  the  release:  And  provided  further. 
That  the  contractor  gives  notice  of  such 
claims  in  writing  to  the  Contracting  Officer 
not  more  than  six  (6)  years  after  the  date 
of  the  release  or  the  date  of  any  notice  to 
the  contractor  that  the  Government  is  pre¬ 
pared  to  make  final  payment,  whichever  Is 
earlier;  and 

(ill)  Claims  for  reimbursement  of  costs 
(other  than  expenses  of  the  contractor  by 
reason  of  any  indemnification  of  the  Govern¬ 
ment  against  patent  liability) ,  including  rea¬ 
sonable  expenses  incidental  thereto,  incurred 
by  the  contractor  under  the  provisions  of 
this  contract  relating  to  patents. 

§9-7.5006-26  Property  (CPFF). 

(a)  Furnishing  of  Government  property. 
The  Government  reserves  the  right  to  fur¬ 
nish  any  property  or  services  required  for 
the  performance  of  the  work  under  this 
contract. 

(b)  Title  to  property.  Title  to  all  property 
furnished  by  the  Government  shall  remain  in 
the  Government  except  as  otherwise  pro¬ 
vided  in  this  article.  Except  as  otherwise  pro¬ 
vided  by  the  Contracting  Officer,  title  to  all 
materials,  equipment,  supplies,  and  tangible 
personal  property  of  every  kind  and  descrip¬ 
tion  purchased  by  the  Contractor,  for  the 
cost  of  which  the  Contractor  is  entitled  to 
be  reimbursed  as  a  direct  item  of  cost  under 
this  contract,  shall  pass  directly  from  the 
vendor  to  the  Goveriunent.  The  Government 
reserves  the  right  to  inspect,  and  to  accept 
or  reject,  any  item  of  such  property.  The 
Contractor  shall  make  such  disposition  of 
rejected  items  as  the  Contracting  Officer  shall 
direct.  Title  to  other  property,  the  cost  of 
which  is  reimbursable  to  the  Contractor  un¬ 
der  this  contract,  shall  pass  to  and  vest  in 
the  Government  upon  (1)  Issuance  for  use 
of  such  property  in  the  performance  of  this 


contract,  rx  (U)  commencement  of  process¬ 
ing  or  use  of  such  property  in  the  perf(»rm- 
ance  of  this  contract,  or  (Ui)  reimbursement 
of  the  cost  thereof  by  the  Government, 
whichever  first  occiurs.  Property  furnished 
by  the  Government  and  property  piurcbased 
or  furnished  by  the  Contractor,  title  to  which 
vests  in  the  Government,  under  this  para¬ 
graph  are  hereinafter  referred  to  as  Govern¬ 
ment  Property.  Title  to  Goveriunent  Prop¬ 
erty  shall  not  be  affected  by  the  incorpora¬ 
tion  of  the  property  into  or  the  attachment 
of  it  to  any  property  not  owned  by  the  Gov¬ 
eriunent,  nor  shall  such  Government  Prop¬ 
erty  or  any  part  thereof,  be  or  become  a  fix¬ 
ture  or  lose  its  identity  as  personalty  by 
reason  of  affixation  to  any  realty. 

(c)  Identification.  To  the  extent  directed 
by  the  Contracting  Officer,  the  Contractor 
shall  Identify  Government  Property  coming 
into  the  Contractor’s  possession  or  custody  by 
marking  or  segregating  in  such  a  way,  satis¬ 
factory  to  the  Contracting  Officer,  as  shall 
indicate  its  ownership  by  the  Government. 

(d)  Disposition.  The  Contractor  shall  make 
such  disposition  of  Goveriunent  Property 
which  has  come  into  the  possession  or  cus¬ 
tody  of  the  Contractor  under  this  contract  as 
the  Contracting  Officer  shall  direct.  When 
authorized  in  writing  by  the  Contracting 
Officer  during  the  progress  of  the  work  or 
upon  completion  or  termination  of  this  con¬ 
tract,  the  Contractor  may,  upon  such  terms 
and  conditions  as  the  Contracting  Officer 
may  approve,  sell  or  exchange  such  proiierty, 
or  acquire  such  property  at  a  price 
agreed  upon  by  the  Contracting  Officer 
and  the  Contractor  as  the  fair  value  thereof. 
The  amount  received  by  the  Contractor  as 
the  result  of  any  disposition,  or  the  amount 
of  the  agreed  fair  value  of  any  such  property 
acquired  by  the  Contractor,  shall  be  applied 
in  reduction  of  cost  allowable  under  this  con¬ 
tract  or  shall  be  otherwise  credited  to  ac¬ 
count  of  the  Government,  as  the  Contracting 
Officer  may  direct.  Upon  completion  of  the 
work  or  the  termination  of  this  contract,  the 
Contractor  shall  render  an  accounting,  as 
prescribed  by  the  Contracting  Officer,  of  all 
Government  Property  which  had  come  into 
the  possession  or  custody  of  the  Contractor 
under  this  contract. 

(e)  Protection  of  Government  Property — 
Classified  Materials.  The  Contractor  shall 
take  all  reasonable  precautions,  as  directed 
by  the  Contracting  Officer,  or  in  the  absence 
of  such  directions  in  accordance  with  sound 
industrial  practice,  to  safeguard  and  protect 
Government  Property  in  the  Contractor’s 
possession  or  custody.  Special  measures  shall 
be  taken  by  the  Contractor  in  the  protection 
of  and  accounting  for  any  classified  or  sx>ecial 
materials  involved  in  the  performance  of  this 
contract,  in  accordance  with  the  regulations 
and  requirements  of  the  Commission. 

(f)  Risk  of  loss  of  Government  property. 
’The  Contractor  shall  not  be  liable  for  loss  or 
destruction  of  or  damage  to  Government 
Property  in  the  Contractor’s  possession  xmless 
such  loss,  destruction  or  damage  results  from 
wilful  misconduct  or  lack  of  good  faith  on 
the  part  of  the  Contractor’s  managerial  per¬ 
sonnel,  or  unless  such  loss,  destruction  or 
damage  results  from  a  failure  on  the  part  of 
the  Contractor’s  managerial  personnel,  to 
take  all  reasonable  steps  to  comply  with  any 
appropriate  written  directives  of  the  Con¬ 
tracting  Officer  to  safeguard  such  property 
under  paragraph  (e)  hereof.  The  term  “Con- 
tracUar’s  managerial  personnel”  as  used 
herein  means  the  Contractor’s  directors,  ch¬ 
eers  and  any  of  its  managers,  superintend¬ 
ents,  or  other  equivalent  representatives  who 
have  supervision  or  direction  of  (1)  all  or 
substantially  all  of  the  Contractor’s  business; 
or  (2)  all  or  substantially  all  of  the  Contrac- 
tOT’s  operation  at  any  one  plant  or  separate 
location  at  which  this  contract  is  being  par- 


formed;  or  (3)  a  separate  and  complete  msjof 
industrial  operation  in  otmnecUon  with  £ 
performance  of  this  contract;  or  (4) 
arate  and  complete  major  constructloi,  alt^ 
atlon  or  repair  operation  in  connectlim  with 
performance  of  this  contract. 

(g)  Steps  to  be  taken  in  event  of  ion 
Upon  the  happening  of  any  loss  or  dostiW 
tion  of  or  damage  to  Government  Propotf 
in  the  possession  or  custody  of  the  Contrac¬ 
tor,  the  Contractor  shall  immediately  inform 
the  Contracting  Officer  of  the  occasion  and 
extent  thereof,  shall  take  all  reasonable  atepe 
to  protect  the  property  remaining,  and  shall 
repair  or  replace  the  lost,  destroyed,  or  dam- 
aged  property,  if  and  as  directed  by  the  Con- 
tractlng  Officer,  but  shall  take  no  action  prej. 
udlcial  to  the  right  of  the  Government  to 
recover  therefor  and  shall  furnish  to  the 
Government,  on  request,  all  reasonable  as¬ 
sistance  in  obtaining  recovery. 

(h)  Government  property  for  Government 
use  only.  Government  Property  shall  be  used 
only  for  the  performance  of  this  contract. 

§  9-7.5006-27  Properly  (fixed  price). 

(a)  (1)  (For  use  in  contracts  involving 
Government -furnished  property.)  ’The  de¬ 
livery  (construction)  schedules  set  forth  in 
this  contract  are  based  upon  the  expectation 
that  the  Government-furnished  property  re¬ 
ferred  to  in  Schedule _ of  this  contract 

will  be  delivered  on  or  before _ _ 

In  the  event  that  such  Government-fur¬ 
nished  property  is  not  delivered  to  the  Con¬ 
tractor  by  such  time,  the  Contracting  Offlear 
shall,  if  requested  by  the  Contractor,  deter¬ 
mine  if  any  delay  has  been  occasioned  the 
Contractor  thereby,  and  if  so  shall  grant  a 
reasonable  extension  of  the  time  for  comple¬ 
tion  of  performance.  The  Government  shall 
not  be  liable  to  the  Contractor  for  damages 
or  loss  of  profit  by  reason  of  any  delay  in 
delivery  of  said  Government-furnished  prop¬ 
erty,  except  that  in  case  of  such  delay,  upon 
written  request  of  the  Contractor,  an  equita¬ 
ble  adjustment  shall  be  made  in  the  delivery 
(construction)  schedule  of  this  contract, 
or  price,  or  both,  and  in  other  contractual 
provisions  affected  thereby,  in  accordance 
with  the  procedures  provided  for  in  the  arti¬ 
cle  entitled  ‘‘Changes.’* 

(2)  (For  use  in  contracts  involving  Con¬ 
tractor-acquired  prbperty.)  In  connection 


with  its  work  under  this  contract,  the  Con¬ 
tractor  shall,  within _ acquire  or 

manufacture  for  the  Government’s  account 
the  property  listed  in  Schedule _ at¬ 


tached  hereto  (hereinafter  referred  to  as 
Contractor-acquired  property) .  Such  pre^rty 

shall  be  installed  by  the  Contractor  in _ 

_ ,  or  if  approved  in  writing  by  the  Con¬ 
tracting  Officer,  in  the  plants  of  subcontrac¬ 
tors.  The  Contractor  shall  Insert  provisions 
in  all  subcontracts  under  which  such  prop¬ 
erty  is  furnished  to  the  subcontractors  where¬ 
by  there  will  be  made  applicable  to  the  Gov¬ 
ernment  and  the  subcontractors  substantially 
the  same  rights  and  obligations  in  respect  to 
such  property  as  are  made  applicable  to  the 
Government  and  the  Contractor  under  this 
article. 

(b)  Title  to  all  Government-furnished  or 
Contractor-acquired  property  shall  remain 
in  the  Government.  ‘Title  thereto  shall  not 
be  affected  by  the  incorporation  or  attach¬ 
ment  thereof  to  any  property  not  owned  by 
the  Government,  nor  shall  any  such  property, 
or  any  part  thereof,  be  or  become  a  fixture  or 
lose  its  identity  as  personalty  by  reason  of 
affixation  to  any  realty.  ‘The  Contractor  shall 
maintain  adequate  property  control  recordi 
of  such  property  consistent  with  good  busi¬ 
ness  practice  and  as  may  be  prescribed  by 
the  Contracting  Officer;  and  shall  cause  all 
such  property  to  be  clearly  marked  (If  not 
so  marked)  to  show  that  it  is  property  of 
the  Government. 
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,  V  ooyenunent-furnlshed  or  Contractor- 
^vired  property  shaU  be  used  only  for  the 
^ormance  of  this  contract. 

The  Contractor  shall.  In  accordance 
with  Mund  industrial  practice  and  without 
Sditional  cost  to  the  Government,  maintain 
in  operating  condition,  repair,  protect,  and 
nreswve  such  Government-furnished  or  Con¬ 
tractor-acquired  property  until  disposed  of 
bv  the  Contractor  In  accordance  with  this 
Jucle  Should  any  replacement  of  any  such 
roperty  become  necessary  during  the  term 
rf  ttls  contract  other  than  by  reason  of  the 
negligence  or  fault  of  the  Contractor,  the 

shall  be  made  by  the  Contractor  at  the 
direction  of  and  for  the  account  of  the  Com¬ 
mission  and  the  title  thereto  shall  vest  In 
the  Government  and  any  delay  occasioned 
thereby  shall  be  considered  an  excusable 
delay  under  this  contract. 

(e)  (1)  Except  for  loss  or  destruction  of, 
or  damage  to,  Govemment-fumlshed  or  Con¬ 
tractor-acquired  property  resulting  from  a 
failure  of  the  Contractor,  due  to  wilful  mis¬ 
conduct  or  lack  of  good  faith  of  the  Contrac¬ 
tor’s  managerial  personnel  to  maintain  In 
operating  condition,  repair,  protect,  and  pre- 
sene  such  property  as  required  by  subpara¬ 
graph  (d)  hereof,  the  Contractor  shall  not  be 
liable  for  loss  or  destruction  of,  or  damage  to, 
such  property  (1)  caused  by  any  peril  while 
the  property  Is  In  transit  off  the  Contractor’s 
premises,  or  (11)  caused  by  any  of  the  fol¬ 
lowing  penis  while  the  property  Is  on  the 
Contractor’s  premises,  or  on  any  other  prem¬ 
ises  where  such  property  may  properly  be 
located,  or  by  removal  therefrom  because  of 
any  of  the  following  perils : 

"Plre;  lightning;  windstorm;  cyclone;  tor¬ 
nado;  hall;  explosion;  riot  attending  a  strtke; 
dvU  commotion;  vandalism  and  malicious 
mischief;  aircraft  or  objects  falling  there¬ 
from;  vehicles  running  on  land  or  tracks 
(excluding  vehicles  owned  or  operated  by  the 
Contractor  or  any  agent  or  employee  of  the 
Contractor) ;  smoke;  sprinkler  leakage;  earth¬ 
quake  or  volcanic  eruption;  flood,  meaning 
thereby  rising  of  rivers  or  streams;  enemy 
attack  or  any  action  by  the  mllltai^,  navy, 
or  air  forces  of  the  United  States  in  resisting 
enemy  attack.” 

’The  perils  as  set  forth  above  are  herein¬ 
after  called  "excepted  perils.” 

The  term  “Contractor’s  managerial  person¬ 
nel,"  as  used  In  this  article,  means  the  Con- 
tractOT’s  directors,  officers,  and  such  of  Its 
managers,  superintendents,  or  other  equiva¬ 
lent  representatives  who  have  supervision 
or  direction  of  (1)  all  of  or  substantially  all 
of  the  Contractor’s  business;  or  (2)  all  or 
substantially  all  of  the  Contractor’s -opera¬ 
tion  at  any  one  plant  or  separate  location 
at  which  the  work  is  being  performed;  or 
(3)  a  separate  or  complete  major  Industrial 
operation  In  connection  with  performance 
of  the  contract;  or  (4)  a  separate  and  com¬ 
plete  major  construction,  alteration,  or  re¬ 
pair  operation  In  connection  with  perform¬ 
ance  of  the  contract. 

(2)  Upon  the  happening  of  loss  or  destruc¬ 
tion  (rf,  at  damage  to,  Govemment-fumlshed 
or  Contractor-acquired  property,  the  Con¬ 
tracts  shall  conununlcate  with  the  Con- 
traottng  Officer  and  shall  take  all  reasonable 
•teps  to  protect  such  property,  put  all  such 
property  In  the  best  possible  order,  and  fur- 
ffish  to  the  Contracting  Officer  a  statement 
of  (1)  the  lost,  destroyed,  and  damaged  Gov¬ 
ernment-furnished  or  Contractor-acquired 
property,  (11)  the  time  and  origin  of  the  loss, 
destruction,  or  damage,  (111)  all  known  In¬ 
terests  In  the  commingled  property  of  which 
such  Is  a  part,  and  (Iv)  the  Insurance,  If 
suy,  covering  any  part  of  or  Interest  In  such 
etxnmlngled  property, 


tor-acquired  property,  and  subject  to  such 
conditions  and  limitations  as  may  be  Im¬ 
posed  by  the  Contracting  Officer,  the  Con¬ 
tractor  shall.  In  order  to  minimize  the  loss 
to  the  Government  or  In  order  to  permit  re¬ 
sumption  of  business  or  the  like,  sell  for  the 
account  of  the  Government,  any  Item  of 
such  property  which  has  been  damaged  be¬ 
yond  practicable  repair,  or  which  Is  so  com¬ 
mingled  or  combined  with  property  of  others. 
Including  the  Contractor,  that  separation  Is 
Impractlcabl*. 

(4)  Except  to  the  extent  of  any  loss  or 
destruction,  or  damage  to,  Govemment- 
fumlshed  or  Contractor-acquired  property 
for  which  the  Contractor  is  relieved  of  lia¬ 
bility  under  the  foregoing  provisions  of  this 
paragraph,  and  except  for  reasonable  wear 
and  tear  or  depreciation,  or  the  utilization 
or  disposition  of  such  property  In  accordance 
with  the  provisions  of  this  contract,  the 
prop>erty  shall  be  returned  to  the  Govern¬ 
ment  In  as  good  condition  as  when  received 
by  the  Contractor. 

(6)  In  the  event  the  Contractor  Is  In-, 
demnlfled,  reimbursed,  or  compensated  for 
any  loss  or  destmctlon  of,  or  damage  to 
Government-furnished  or  Contractor- ac¬ 
quired  property  caused  by  an  excepted  peril. 

It  shall  equitably  reimburse  the  Government. 
’The  Contractor  shall  do  nothing  to  prejudice 
the  Government’s  rights  to  recover  against 
third  parties  for  any  such  loss,  destmctlon 
or  damage  and  upon  the  request  of  the  Con¬ 
tracting  Officer  shall,  at  the  Government’s 
expense,  furnish  to  the  Government  all  rea¬ 
sonable  assistance  and  cooperation  (Includ¬ 
ing  the  prosecution  of  suits,  and  the 
execution  of  Instmctlons  of  assignment  In 
favor  of  the  Government)  In  obtaining  re¬ 
covery  (note  A). 

(f)  The  Government  shall  at  all  times 
have  access  to  the  premises  wherein  any 
Government-furnished  or  Contractor- ac¬ 
quired  property  Is  located. 

(g)  Upon  the  completion  of  this  contract, 
the  Contractor  shall  submit.  In  a  form  ac¬ 
ceptable  to  the  Contracting  Officer,  Inventory 
schedules  covering  all  items  of  Government- 
furnished  or  Contractor-acquired  property 
not  consumed  In  the  performance  of  this  con¬ 
tract  (Including  any  resulting  scrap),  or  not 
theretofore  delivered  to  the  Govenunent,  and 
shall  hold  the  same  at  no  charge  to  the 
Commission  for  a  period  of  60  days,  tmless 
the  period  of  time  Is  extended  by  mutual 
agreement.  At  the  expiration  of  such  period 
or  upon  the  Contracting  Officer’s  earlier  order 
the  Contractor  shall  dismantle,  prepare  for 
shipment  and  shall  store  or  deliver  said  prop¬ 
erty  to  the  Coiiunlsslon  on  cars  or  trucks  at 
Contractor’s  plant  at  the  expense  of  the  Com¬ 
mission,  or  make  such  other  disposal  of  said 
property  as  may  be  directed  by  the  Contract¬ 
ing  Officer.  ’The  net  proceeds  of  any  such  dis¬ 
posal  shall  be  credited  to  the  contract  price  or 
shall  be  paid  over  as  the  Contracting  Officer 
may  direct. 

Note  A;  Paragraph  (e)  as  set  forth  above 
should  be  used  In  negotiated  flxed-prlce 
contracts  and  subcontracts  where  It  can  bo 
determined  and  the  Contractor  or  subcon¬ 
tractor  represents  that  the  contract  price  In¬ 
cludes  no  charge  or  reserve  for  insurance 
(Including  self-insurance)  covering  damage 
to  Government  property  (a)  caused  by  any 
peril  while  the  property  Is  In  transit  off  the 
Contractor’s  premises  or  (b)  caused  by  any 
of  the  excepted  perils  enumerated  In  the 
contract.  In  all  other  negotiated  flxed-prlce 
contracts  and  In  formally  advertised  con¬ 
tracts,  the  following  paragraph  should  be 
substituted  for  paragraph  (e) :  "Unless 
otherwise  provided  In  this  contract,  the  Con¬ 
tractor  assumes  the  risk  of  and  shall  be 


(3)  With  the  approval  of  the  Contracting  responsible  for  any  loss  of  or  damage  to 
to  or  destruction  of,  or  damage  Govemment-fumlshed  property  or  Contrac- 

w>.  the  Govemment-fumlshed 


tor-acquired  property  In  Its  possession,  ex¬ 


cept  for  reasonable  wear  and  tear  and  except 
to  the  extent  that  such  property  Is  consumed 
In  the  performance  of  this  contract.” 

§  9—7.5006—28  [Reserved] 

§  9-7.5006-29  Coniraetor  procurement. 

(a)  ’The  Commission  reserves  the  right  at 
any  time  to  require  that  the  contractor  sub¬ 
mit  for  approval  any  or  all  procurements 
imder  this  contract.  ’The  contractor  shall  not 
procure  any  Item  whose  purchase  Is  ex¬ 
pressly  prohibited  by  the  written  direction  of 
the  Commission  and  shall  use  such  special 
and  directed  procurement  sources  as  may 
be  expressly  required  by  the  Commission. 
’The  contractor  shall  (note  A)  provide  In¬ 
formation  concerning  procurement  methods, 
practices,  and  procedirres  used  or  proposed 
to  be  used  and  shall  use  methods,  practices, 
and  procedmes  which  are  acceptable  to  the 
Commission.  Procurement  arrangements  un¬ 
der  this  contract  (note  B)  shall  not  relieve 
the  contraetdr  of  any  obligation  under  this 
contract  (Including,  among  other  things,  the 
obligation  properly  to  supervise,  administer, 
and  coordinate  the  work  of  subcontractors) 
and  shall  be  In  such  form  and  contain  such 
provisions  as  are  required  by  this  contract 
or  as  the  Commission  may  prescribe. 

(b)  In  addition  to,  and  without  derogation 
of  any  rights  under  paragraph  (a)  of  this 
section  and  any  other  provision  In  this  con¬ 
tract,  the  contractor  shall  require  subcon¬ 
tractors  to  furnish  cost  or  pricing  data,  and 
shall  Include  In  such  subcontracts  the  clause 
set  forth  In  §  9-3.814-50,  except  as  otherwise 
directed  or  approved  by  the  Commission 
(note  C) . 

(c)  Procurement  or  transfer  of  equipment, 
materials,  supplies,  or  services  from  a  con¬ 
tractor-controlled  source  (any  division  or 
other  organizational  component  of  the  prime 
contractor  (exclusive  of  the  contracting  com¬ 
ponent)  and  any  subsidiary  or  affiliate  of 
the  contractor  under  a  common  control) 
shall  be  considered  a  procurement  for  the 
purposes  of  this  article  (note  D) . 

Note  A:  See  also  5  9-59.002.  When  appro¬ 
priate,  the  words  ",  If  requested  by  the 
Contracting  Officer,”  may  be  Inserted  here. 

Note  B:  When  appropriate,  the  words 
“shall  be  made  In  the  name  of  the  contrac¬ 
tor,  diall  not  bind  nor  purport  to  bind  the 
Government"  may  be  Inserted  here. 

Note  C:  Paragraph  (b)  above  Is  to  be  used 
only  when  the  contract  Is  subject  to  the  pro¬ 
visions  of  S  9-3.807-3 (b) . 

Note  D:  See  also  §§9-59.006  and  9- 
15.5010-19. 

§  9-7.5006-30  Taxes  (CPFF). 

See  §  9-11.452. 

§  9—7.5006—31  Taxes  (fixed-price  con¬ 
tracts). 

See  FPR  1-11.401. 

§  9—7.5006—32  'Workmansliip  and  ma¬ 
terials. 

(a)  Grade  of  workmanship  and  materials. 
Unless  otherwise  directed  by  the  Contracting 
Officer  or  expressly  provided  fbr  by  speclflca- 
tlons  Issued  under  this  contract; 

(1)  All  workmanship  shall  be  flrst  class; 
and 

(2)  All  articles,  equipment  and  materials 
Incorporated  In  the  work  are  to  be: 

(I)  New  and  of  the  most  suitable  grade  of 
their  respective  kinds  for  the  purpose; 

(II)  In  accordance  with  any  applicable 
drawings  and  speclflcatlons;  and 

(III)  Installed  to  the  satisfaction  and  with 
the  approval  of  the  Contracting  Officer. 

Where  equipment,  materials,  or  articles  are 
referred  to  in  the  speclflcatlons  as  "equal  to" 
any  particular  standard,  the  Contracting 
Officer  shall  decide  the  question  of  equality. 
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(b)  Samples  and  test  results.  If  the  Con¬ 
tracting  omcer  BO  requires,  the  contractor 
shall  submit  for  approval  samples  of  or  test 
results  on  any  materials  proposed  to  be  In¬ 
corporated  In  the  work  before  making  any 
commitment  for  the  purchase  of  such  ma¬ 
terials. 

§  9—7.5006—33  [Reserved] 

§  9—7.5006—34  [Reserved] 

§  9-7.5006-35  [Reserved] 

§  9—7.5006—36  Nuclear  reactor  safety. 

(a)  The  contractor  recognizes  that  the 
activities  under  this  contract  Involve  the  risk 
of  a  niiclear  Incident  which,  while  the 
chances  are  remote,  could  adversely  affect  the 
public  health  and  safety.  In  the  conduct  of 
its  activities  hereunder,  the  contractor  will 
exercise  a  degree  of  care  commensurate  with 
the  risk  Involved. 

Note:  In  contracts  Including  activities  In 
addition  to  reactor  operations,  this  paragraph 
should  be  revised  as  follows: 

(a)  The  activities  under  this  contract 
include  the  operation  of  a  nuclear  re¬ 
actor  and  the  contractor  recognizes  that 
such  operation  involves  the  risk  of  a  nu¬ 
clear  incident  which,  while  the  chances 
are  remote,  could  adversely  affect  the 
public  health  and  safety.  In  the  opera¬ 
tion  of  the  nuclear  reactor,  the  Contrac¬ 
tor  will  exercise  a  degree  of  care  com¬ 
mensurate  with  the  risk  involved. 

(b)  The  contractor  shall  comply  with 
all  applicable  regulations  of  the  Com¬ 
mission  concerning  nuclear  reactor  safe¬ 
ty  and  with  those  requirements  (Includ¬ 
ing  reporting  requirements  and  Instruc¬ 
tions)  of  the  Commission  concerning 
nuclear  reactor  safety  of  which  it  Is  noti¬ 
fied  In  writing  by  the  Contracting  OfBcer. 

(c)  Prior  to  the  Initial  startup  of  any 
nuclear  reactor  under  this  contract  and 
prior  to  any  subsequent  startup  follow¬ 
ing  a  change  which  represents  a  signifi¬ 
cant  deviation  from  the  procedures, 
equipment,  or  analyses  described  In  the 
hazards  siunmary  report  for  that  reactor, 
the  contractor  shall: 

(1)  Prepare  a  safety  analysis  report  and 
detailed  plans  and  procedures  designed  to 
assure  the  safe  operation  and  maintenance  of 
the  reactor.  These  will  generally  cover,  but 
not  be  limited  to;  Prestartup  checklists;  nor¬ 
mal  operation  of  the  reactor  and  supporting 
auxiliaries;  maintenance  operation;  emer¬ 
gency  situations;  and  technical  standards 
for  equipment  and  systems. 

(2)  Establish  nuclear  safety  control  pro¬ 
cedures  to  be  used  within  the  contractor’s 
organization  to  Insure  appropriate  review 
and  Internal  approval  of  the  detailed  plans 
and  procedures  specified  In  (1)  above. 

(3)  Submit  to  the  Contracting  Officer  for 
his  approval  such  procedures  relating  to 
nuclear  safety  as  may  be  designated  by  him. 

(4)  Carry  out  a  training  program  designed 
to  assure  that  all  p>ersonnel  who  will  be  en¬ 
gaged  in  the  operations  or  maintenance  of  a 
nuclear  reactor  understand  the  approved 
plans  and  procedures  for  nuclear  safety 
pertinent  to  their  assignments. 

(5)  Obtain  the  approval  of  the  Contract¬ 
ing  Officer  prior  to  such  startup  of  the 
reactor. 

(d)  In  the  operation  and  maintenance  of 
any  nuclear  reactor  under  this  contract,  the 
contractor  shall; 

(1)  Use  all  reasonable  efforts  to  assure 
that  all  operational  and  maintenance  activi¬ 
ties  are  performed  by  qualified  and  ade¬ 
quately  trained  personnel  and,  except  as 
otherwise  agreed  In  writing,  are  conducted 
under  the  supervision  of  personnel  who  are 
qualified  to  appraise  any  emergency  condi¬ 
tion  and  take  prompt  effective  action  with 
respect  thereto. 


(2)  Operate  the  reactors  within  the  oper¬ 
ating  limits  which  may  be  prescribed  by  the 
Contracting  Officer.  The  Contracting  Officer 
will  consult  with  the  contractor  In  formu¬ 
lating  and  revising  such  operating  limits. 

(3)  Follow  strictly  the  procedures  relating 
to  nuclear  safety  approved  by  the  Contract¬ 
ing  Officer  as  specified  In  (c)  (3)  above  and 
submit  to  the  Contracting  Officer  for  his 
approval  any  proposed  changes  In  such 
procedures. 

(4)  Establish  a  system  of  Inspection  ap¬ 
proved  by  the  Contracting  Officer  (including 
review  of  Inspection  reports  by  competent 
technical  personnel)  that  will  (1)  provide 
frequent  and  periodic  checks  of  reactor  per¬ 
formance  and  of  the  qualifications  and  train¬ 
ing  of  operating  and  maintenance  personnel 
and  (11)  provide  for  Investigation  of  any  un¬ 
usual  or  unpredlcted  reactor  conditions  that 
might  affect  the  safe  operation  of  the  reactor. 

(6)  Report  promptly  to  the  Contracting 
Officer  any  change  in  the  physical  condition 
of  the  reactor  or  Its  operating  characteristics 
that  might  in  the  Judgment  of  the  contractor 
affect  the  safe  operation  of  the  reactor. 

(6)  Shut  down  the  reactor  Immediately 
whenever  so  Instructed  by  the  Contracting 
Officer,  or  whenever.  In  the  Judgment  of  the 
contractor,  the  risk  of  a  nuclear  Incident 
endangering  persons  or  property  warrants 
such  action. 

(7)  Prepare,  in  cooperation  with  other 
services  and  facilities  available  at  the  site 
and  with  the  approval  of  the  Contracting 
Officer,  a  plan  for  minimizing  the  effects  of 
a  nuclear  incident  upon  the  health  and 
safety  of  all  persons  on  the  site;  cooperate 
with  the  Contracting  Officer  In  his  prepara¬ 
tion  of  a  plan  to  protect  the  public  off  the 
site;  Instruct  Its  personnel  as  to  their  par¬ 
ticipation  in  such  plans  and  any  personal 
risk  to  such  personnel  that  may  be  involved; 
and  participate  In  such  practice  exercises  as 
may  be  desirable  to  assure  the  effectiveness 
of  such  plants. 

Note;  The  foregoing  clause  shall  be  in¬ 
corporated  in  all  contracts  involving  the 
startup  and/or  operation  of  AEC-owned,  non- 
licensed  reactors  Including  critical  facilities. 
Any  deviation  in  substance  affecting  the 
meaning.  Intent,  or  basic  principles  of  this 
clause  must  be  referred,  to  the  Director,  Di¬ 
vision  of  Contracts  for  approval.  Minor 
changes  in  wording  which  may  become  neces¬ 
sary  in  negotiations  may  be  approved  by  the 
Manager  of  the  Field  Office  after  consultation 
with  counsel. 

§  9-7.5006-37  [Reserved] 

§  9—7.5006—38  [Reserved] 

§  9—7.5006—39  [Reserved] 

§  9-7.5006-40  [Reserved] 

§  9-7.5006-41  [Reserved] 

§  9-7.5006-42  [Reserved] 

§  9-7.5006-43  [Reserved] 

§  9-7.5006-44  [Reserved] 

§  9—7.5006—45  Consultant  or  other  com¬ 
parable  employment  services  of  con¬ 
tractor  employees. 

(a)  The  following  clause  shall  be  in¬ 
cluded  in  all  cost-type  contracts  identi¬ 
fied  in  §  9-12.5401  (c) : 

The  contractor  shall  require  all  employees 
who  are  employed  full-time  (an  individual 
who  performs  work  under  the  co6t-t3rpe  con¬ 
tract  on  a  full-time  annual  basis)  or  part- 
time  (60  percent  or  more  of  regular  annual 
compensation  received  under  terms  of  a  con¬ 
tract  with  the  Commission)  on  the  contract 
work  to  disclose  to  the  contractor  all  consult¬ 
ant  or  other  comparable  employment  serv¬ 
ices  which  the  employees  propose  to  under¬ 


take  for  others.  The  contractor  shall  transmit 
to  the  Contracting  Officer  all  InformaU^^ 
tained  from  such  disclosures.  The  contractor 
will  require  any  employee  who  will  be  m 
ployed  full-time  on  the  contract  to  agree  si 
a  condition  of  his  participation  in  such  work 
that  he  will  not  perform  consultant  or  other 
comprarable  employment  services  for  another 
Commission  cost-type  contractor  under  its 
contract  with  the  Commission  except  with 
the  prior  approval  of  the  contractor. 

(b)  The  following  clause  shall  be  in¬ 
cluded  in  all  cost-type  contracts  identi 
fied  in  §  9-12.5401  (d) : 

The  contractor  shall  require  all  employees 
who  are  employed  full-time  (an  Individual 
who  performs  work  under  the  cost-type  con¬ 
tract  on  a  full-time  annual  basis)  or  part- 
time  (60  percent  or  more  of  regular  annual 
compensation  received  under  terms  of  a  con¬ 
tract  with  the  Commission)  on  the  contract 
work  to  disclose  to  the  contractor  all  con¬ 
sultant  or  other  comparable  employment 
services  which  the  employees  propose  to  un¬ 
dertake  for  others.  The  contractor  shall 
transmit  to  the  Contracting  Officer  all  Infor¬ 
mation  obtained  from  such  disclosures.  The 
contractor  will  require  any  employee  who  will 
be  employed  full-time  on  the  contract  work 
to  agree,  as  a  condition  of  his  participation 
In  such  work,  that  he  will  not  perform  con¬ 
sultant  or  other  comparable  employment 
services  for  another  Commission  cost-type 
contractor  or  in  the  atomic  energy  field  lor 
another  organization  except  with  the  prior 
approval  of  the  contractor.  If  the  contracta 
believes,  with  respect  to  any  employee  who 
Is  employed  full-time  on  the  contract  work, 
that  any  proposed  consultant  or  other  com¬ 
parable  employment  service  for  an  organiza¬ 
tion  in  the  atomic  energy  field  other  than  a 
Commission  cost-type  contractor  may  in¬ 
volve:  (1)  A  rate  of  remuneration  signifi¬ 
cantly  In  excess  of  the  employee’s  regular  rate 
of  remuneration;  (2)  a  significant  question 
concerning  possible  conflict  with  the  Com¬ 
mission’s  policies  regarding  conduct  of  em¬ 
ployees  of  the  Commission’s  contractors;  (3) 
the  contractor’s  responsibility  to  report  fully 
and  promtly  to  the  Commission  all  signifi¬ 
cant  research  and  development  information; 
or  (4)  the  patent  provisions  of  the  contrac¬ 
tor’s  contract  with  the  Commission,  the  con¬ 
tractor  shall  obtain  the  prior  approval  of  the 
Contracting  Officer  for  such  consultant  or 
other  comparable  employment  service. 

§  9—7.5006—46  Assignment. 

Neither  this  contract  nor  any  interest 
therein  nor  claim  thereunder  shall  be  as¬ 
signed  or  transferred  by  the  contractor  ex¬ 
cept  as  expressly  authorized  in  writing  by 
the  Contracting  Officer. 

§  9—7.5006—47  Safety,  liealtli,  and  fire 
protection. 

The  contractor  shall  take  all  reasonable 
precautions  In  the  performance  of  the  work 
under  this  contract  to  protect  the  health 
and  safety  of  employees  and  of  members  o< 
the  public  and  to  minimize  danger  from  all 
hazards  to  life  and  property,  and  shall  com¬ 
ply  with  all  health,  safety,  and  fire  protection 
regulations  and  requirements  (Including  b- 
portlng  requirements)  of  the  CommlMloo. 
In  the  event  that  the  contractor  falls  to 
comply  with  said  regulations  or  requirements 
of  the  Commission,  the  Contracting  OIBcer 
may,  without  prejudice  to  any  other  legal 
or  contractual  rights  of  the  Commlsdoo, 
Issue  an  order  stopping  all  or  any  part  of 
the  work;  thereafter  a  start  order  for  resump¬ 
tion  of  work  may  be  Issued  at  the  discretion 
of  the  Contracting  Officer.  The  contnsetof 
shall  make  no  claim  for  an  extension  of  time 
or  for  compensation  or  damages  by  reason 
of  or  In  connection  with  such  work  stoppeg* 
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Nan  A:  The  foregoing  clause  shall  be 

all  contracts  or  subcontracts  In- 
-jlvmg  construction,  all  contracts  or  subcon- 
tractolnvolvlng  use  or  possession  of  source, 
hmpoduct  or  special  nuclear  material  or  of 
nrrfuction  or  utlUzatlon  facilities  which  are 
e^pt  from  AEC  licensing  requirements  by 
aeC  regulation  or  for  which  an  exemption 
AEC  licensing  has  been  granted  by  the 
General  Manager  or  his  designee  (Ref:  10 
CFB  Parts  30,  40,  50,  and  70) .  and  in  all  other 
contracts  or  subcontracts  involving  work  to 
he  performed  at  an  AEC-owned  or  -controlled 
glte  (an  AEC-controlled  site  Is  a  site  leased 
or  o^erwlse  made  available  to  the  Govern¬ 
ment  under  terms  which  afford  to  the  Com¬ 
mission  rights  of  access  and  control  sub- 
rtantlally  equal  to  those  which  the  Commls- 
gloo  would  possess  If  it  were  the  holder  of 
the  fee  as  agent  of  and  on  behalf  of  the 
Government) ; 

(b)  In  all  contracts  or  subcontracts  In¬ 
volving  the  use  of  an  AEC-owned  particle 
accelerator. 

Nan  B:  The  foregoing  clause,  with  modi¬ 
fications  as  to  Its  applicability  or  coverage, 
may  he  used  In  special  situations  where 
deemed  warranted  by  the  contracting  officer; 
in  such  Instances  the  modification  shall 
clearly  delineate  that  work  for  which  health 
and  safety  conditions  are  subject  to  licensing 
controls  and  that  work  for  which  health 
and  safety  conditions  are  subject  to  direction 
of  the  contracting  officer  under  the  contract. 

Nora  C:  If  a  deviation  is  made  In  the 
article  by  the  Manager  of  a  Field  Office,  a 
copy  of  the  modified  clause  should  be  for¬ 
warded  to  the  EWrector,  Division  of  Opera¬ 
tional  Safety,  HQ. 

§  9-7.5006-4«  Permits. 

Except  as  otherwise  directed  by  the  Con¬ 
tracting  Officer,  the  contractor  shall  pro¬ 
cure  all  necessary  permits  or  licenses  and 
abide  by  all  applicable  laws,  regulations,  and 
ordinances  of  the  United  States  and  of  the 
State,  territory,  and  political  subdivision  In 
which  the  work  under  this  contract  is 
performed. 

§  9-7.5006-49  Notice  of  labor  disputes. 

Whenever  an  actual  or  potential  labor  dis¬ 
pute  is  delaying  or  threatens  to  delay  the 
ptrfonnance  of  the  work,  the  ocmtractor  shall 
immediately  notify  the  Contracting  Officer 
in  writing.  Such  notlce^hall  Include  all  rele¬ 
vant  Information  concerning  the  dispute  and 
its  background. 

§  9-7.5006-50  Litigation  and  claims. 

(a)  Initiating  of  litigation.  The  contractor 
may,  with  the  prior  written  authorization 
of  the  Contracting  Officer,  and  shall,  upon 
the  request  of  the  Government  initiate  liti¬ 
gation  against  third  parties.  Including  pro¬ 
ceedings  before  administrative  agencies.  In 
connection  with  this  contract.  The  ccuitractor 
shall  proceed  with  such  litigation  In  good 
faith  and  as  directed  from  time  to  tlirie  by 
the  Contracting  Officer. 

(b)  Defense  and  settlement  of  claims.  The 
OMitractor  shall  give  the  Contracting  Officer 
immediate  notice  In  writing  (1)  of  any  ac¬ 
tion,  Including  any  proceeding  before  an 
•ffinlnlstratlve  agency,  filed  against  the  con-, 
bactcw  arising  out  of  the  performance  of 
^  contract,  and  (2)  of  any  claim  against 
the  contractor,  the  cost  and  expanse  of 
T^ch  Is  allowable  under  the  clause  entitled 
“Allowable  costs.”  Except  as  otherwise  dl- 
mrted  by  the  Contracting  Officer,  In  writing, 
we  contractor  shall  furnish  Immediately  to 
the  Contracting  Officer  copies  of  all  pertl- 
OMit  papers  received  by  the  contractor  with 

to  such  action  or  claim.  To  the 
•went  not  In  conflict  with  any  applicable 


policy  of  insurance,  the  contractor  may  with 
the  Contracting  Officer’s  approval  settle  any 
such  action  or  claim,  shall  effect  at  the  Con¬ 
tracting  Officer’s  request  an  assignment  and 
subrogation  In  favor  of  the  Goveriunent  of 
all  the  contractor’s  rights  and  claims  (except 
those  against  the  Government)  arising  out 
of  any  such  action  or  claim  against  the 
contractor,  and,  if  required  by  the  Contract¬ 
ing  Officer,  shall  authorize  representatives 
of  the  Goveriunent  to  settle  or  defend  any 
such  action  or  claim  and  to  represent  the 
contractor  in,  or  to  take  charge  of,  any 
action.  If  the  settlement  or  defense  of  an 
action  or  claim  against  the  contractor  Is 
undertaken  by  the  Government,  the  con¬ 
tractor  shall  furnish  all  reasonable  assistance 
In  effecting  a  settlement  or  asserting  a  de¬ 
fense.  Where  an  action  against  the  contractor 
Is  not  covered  by  a  policy  of  Insurance,  the 
contractor  shall,  with  the  approval  of  the 
Contracting  Officer,  proceed  with  the  defense 
of  the  action  In  good  faith;  and  In  such  event 
the  defense  of  the  action  shall  be  at  the 
expense  of  the  Government:  Provided,  how¬ 
ever,  That  the  Government  shall  not  be 
liable  for  such  expense  to  the  extent  that 
It  would  have  been  compensated  for  by  in¬ 
surance  which  was  required  by  law  or  by  the 
written  direction  of  the  Contracting  Officer, 
but  which  the  contractor  failed  to  secure 
through  its  own  fault  or  negligence. 

§  9—7.5006—51  Required  bonds  and  in¬ 
surance — exclusive  of  Government 
property  (cost-type  contracts). 

The  contractor  shall  procure  and  main¬ 
tain  such  bonds  and  Insurance  as  are  re¬ 
quired  by  law  or  by  the  written  direction  of 
the  Contracting  Officer.  The  terms  of  any 
such  bond  or  Insurance  policy  shall  be  sub¬ 
mitted  to  the  Contracting  Officer  for  ap¬ 
proval  upon  request.  In  view  of  the  provi¬ 
sions  of  the  article  entitled  "Property,”  the 
contractor  shall  not  procure  or  maintain  for 
Its  own  protection  any  Insurance  covering 
loss  or  destruction  of  or  damage  to  Govern¬ 
ment-owned  property. 

§  9—7.5006—52  Priorities,  allocations, 
and  allotments. 

The  contractor  shall  follow  the  provisions 
of  DMS  Regulation  1  and  all  other  applicable 
regulations  and  orders  of  the  Business  and 
Defense  Services  Administration  In  obtain¬ 
ing  controlled  materials  and  other  products 
and  materials  needed  to  fill  this  order. 

§  9—7.5006—53  Soviet-Bloc  controls  (un¬ 
classified  research  contracts  with  edu¬ 
cational  institutions). 

In  connection  with  the  contract  activities, 
the  Contractor  agrees  to  comply  with  the 

requirements  set  forth  In  Attachment _ 

of  this  contract  relating  to  the  countries 
listed  therein.  From  time  to  time,  by  writ¬ 
ten  notice  to  the  Contractor,  the  Commission 
shall  have  the  right  to  change  the  listing 

of  countries  In  Attachment _ upon  a 

determination  by  the  Commission  that  such 
change  Is  In  conformance  with  national  pol¬ 
icy.  The  Contractor  shall  have  the  right  to 
terminate  Its  performance  under  this  con¬ 
tract  upon  at  least  sixty  (60)  days’  prior 
written  notice  to  the  Commission  If  the  Con¬ 
tractor  determines  that  It  Is  unable,  without 
substantially  Interfering  with  Its  policies  as 
an  educational  Institution  or  without  ad¬ 
versely  affecting  Its  performance,  to  continue 
performance  of  the  work  under  this  contract 

as  a  result  of  a  change  In  Attachment _ 

made  by  the  Commission  pursuant  to  the 
precedftig  sentence.  If  the  Contractor  elects 
to  terminate  performance,  the  provisions  of 
this  contract  respecting  termination  for  the 
convenience  of  the  Government  shall  apply. 


§  9—7.5006—54  Controls  in  the  national 
interest  (unclassified  research  con¬ 
tracts  with  educational  institutions). 

The  Contractor  agrees  to  comply  with  the 
requirements  of  the  Commission  specified  In 

Attachment - to  this  contract,  and  to 

such  other  Commission  requirements  of  the 
same  general  nature  as  the  parties  may  agree 
to  from  time  to  time;  these  requirements 
relate  to  unclassified  work,  and  they  shall 
not  be  construed  to  limit  or  affect  in  any  way 
the  Contractor’s  obligation  to  conform  to  all 
security  regulations  and  requirements  of  the 
Commission  pertaining  to  classified  work. 

§  9—7.5006—55  Avoidance  of  conflicts  of 
interest  (contracts  with  universities 
where  AEC  has  major  investments  in 
facilities  but  does  not  own  or  lease  the 
land). 

The  parties  agree  that  the  university  has 
adopted  policies  and  procedures,  designed  to 
avoid  confilct-of-lnterest  situations,  which 
'  are  In  substantial  conformance  with  the 
Joint  Statement  of  the  Council  of  American 
Association  of  University  Professors  and  the 
American  Council  on  Education  of  Decem¬ 
ber  1964,  entitled  “On  Preventing  Confilcts 
of  Interest  In  Government-Sponsored  Re¬ 
search  at  Universities,”  which  policies  and 
procedures  will  be  applied  In  connection  with 
this  contract. 

§  9—7.5006—56  Statement  of  work  (cost- 
type  contracts) . 

Note:  (a)  While  it  Is  not  feasible  to  set 
forth  standard  language  which  would  fit 
every  cost-tirpe  contract  situation,  language 
for  this  clause  must  be  designed  to  describe 
clearly  the  work  being  undertaken;  the  con¬ 
trols,  as  appropriate,  to  be  exercised  by  AEC 
over  the  performance  of  that  work;  and  the 
relationship  contemplated  between  the 
parties. 

(b)  ’This  clause  shall  also  Include  the 
following  language  with  respect  to  subcon¬ 
tracting  performance  of  the  work  described 
pursuant  to  (a)  above.  The  contractor  shall, 
when  directed  by  the  Commission,  and  may, 
but  only  when  authorized  by  the  Commis¬ 
sion,  enter  Into  subcontracts  for  the 
performance  of  any  part  of  the  work  under 
this  article. 

’The  foregoing  language  will  satisfy  the 
requirements  of  S  9-61.201  (a),  as  well  as  any 
programmatic  requirements  which  may  not 
be  anticipated  or  present  when  entering  Into 
the  contract. 

(c)  In  operating-type  contracts  when  the 
contractor  Is  expected  to  perform  no  Davls- 
Bacon  work  with  his  own  forces,  the  special 
clause  In  §  9-12.403-50  shall  be  Included  In 
this  clause. 

§  9—7.5006—57  Limitation  of  price  and 
contractor  performance  (multiyear 
contracts). 

(a)  Funds  are  obligated  for  performance 

of  this  contract  In  the  amount  of  $ _ 

’This  obligated  amount  Is  not  considered  suf¬ 
ficient  for  the  contract  performance  required 
by  and  described  herein  for  any  year  other 
than  the  first  year.  Upon  availability  of  addi¬ 
tional  funds  sufficient  for  performance  of 
the  full  requirement  for  the  next  succeeding 
year,  the  Contracting  Officer  shall,  not  later 
than  a  date  agreed  to  by  the  parties,  so 
notify  the  contractor  In  writing  and  the 
amount  of  funds  obligated  herein  for  con¬ 
tract  performance  shall  be  Increased  accord¬ 
ingly.  ’This  procedure  shall  apply  for  each 
successive  year  In  which  this  contract  Is  to 
bo  performed. 

(b)  The  Government  Is  not  obligated  to 
the  contractor  for  contract  performance  In 
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any  monetary  amoimt  In  excess  of  the 
amount  obligated  herein. 

(c)  The  contractor  shall  not  incur  costs 
for  the  i>erformance  required  for  any  year 
after  the  first  year  unless  and  until  he  has 
been  notified  in  writing  by  the  Contracting 
Officer  of  an  increase  In  the  obligated  amount 
In  accordance  with  paragraph  (a)  of  this 
clause.  If  so  notified,  the  contractor’s  per¬ 
formance  shall  be  increased  only  to  the  ex¬ 
tent  required  for  the  additional  year  for 
which  funds  have  been  obligated. 

(d)  In  the  event  of  termination  pursuant 
to  the  clause  entitled  "Termination  for  con¬ 
venience  of  the  Govermnent,’’  the  terms 
“total  contract  price’’  and  “work  under  the 
contract”  as  used  in  that  clause  refer  to  the 
amount  obligated  for  performance  of  this 
contract  as  provided  In  this  clause  plus  the 
applicable  amount,  If  any,  established  as  the 
cancellation  celling,  and  to  the  work  under 
the  year  for  which  funds  have  been  obligated. 
In  the  event  of  determination  for  de¬ 
fault,  the  Government’s  rights  under  this 
contract  shall  apply  to  the  entire  multi- 
year  requirements. 

(e)  Notification  to  the  contractor  of  an  in¬ 
crease  or  decrease  in  the  funds  obligated  for 
performance  of  this  contract  as  a  result  of 
a  clause  other  than  this  clause  shall  not  con¬ 
stitute  the  notification  contemplated  by 
paragraph  (a)  of  this  clause. 

§  9— 7.5006— S8  Cancellation  (multiyear 

contracts) . 

(a)  As  used  herein,  the  term  “cancella¬ 
tion”  means  that  the  Government  Is  cancel¬ 
ing,  pursuant  to  this  clause,  its  requirements 
as  set  forth  In  this  contract  for  all  years 
subsequent  to  that  In  which  notice  of  can¬ 
cellation  Is  provided.  Such  cancellation  shall 
occw  only,  If  by  the  date  or  within  the  time 
period  specified  In  this  contract,  or  such 
further  time  as  may  be  agreed  to,  the  Con¬ 
tracting  Officer  (1)  notifies  the  contractor 
that  fimds  will  not  be  available  for  contract 
performance  for  any  subsequent  year;  or  (2) 
falls  to  notify  the  contractor  that  funds  have 
been  made  available  for  performance  of  the 
requirement  for  the  succeeding  year. 

(b)  Except  for  cancellation  pursuant  to 
this  clause  or  for  termination  pursuant  to 
the  clause  entitled  “Default,”  any  reduction 
by  the  Contracting  Officer  In  the  work  called 
for  under  Mils  contract  shall  be  considered 
a  termination  In  accordance  with  the  clause 
entitled  “Termination  for  convenience  of  the 
Government.”  Cancellation  pursuant  to  this 
clause  shall  not  be  construed  a  termination 
in  accordance  with  the  clause  entitled 
“Termination  for  convenience  of  the 
Government.” 

(c)  In  the  event  of  cancellation  pursuant 
to  this  clause,  the  contractor  shall  not,  as 
consideration  therefor,  be  entitled  to  any 
cancellation  charge  (Note  A). 

Note  A;  In  the  event  that  cancellation 
charges  are  appropriate  In  a  particular  multi¬ 
year  award,  the  following  should  be  substi¬ 
tuted  for  paragraph  (c)  above: 

(c)  In  the  event  of  cancellation  pur¬ 
suant  to  this  clause,  the  contractor  shall 
be  paid,  as  consideration  therefor,  a  can¬ 
cellation  charge  not  to  exceed  the  can¬ 
cellation  ceiling  described  and  separately 
set  forth  in  this  contract  as  being  appli¬ 
cable  at  the  time  of  cancellation. 

(d)  ’The  cancellation  charge  is  in¬ 
tended  to  cover  only  ekpenses  reasonably 
necessary  for  performance  which  would 
have  been  recovered  over  the  multiyear 
period,  but  which,  because  of  the  can¬ 
cellation,  are  therefore  not  so  recovered. 
The  cancellation  charge  shall  be  com¬ 
puted  and  claim  therefor  made  as  would 
be  applicable  under  the  clause  entitled 
“Termination  for  convenience  of  the 
Government,”  except  that  the  cancella¬ 
tion  charge  shall  not  Include  any  amount 
for: 


(1)  Labor,  materials,  or  other  expenses 
Incurred  for  performance  of  the  can¬ 
celed  work:  Provided,  That  initial  costs, 
preparatory  expenses  and  other  nome- 
ciUTing  costs  reasonably  and  necessarily 
Incurred  by  the  contractor  and  Its  sub¬ 
contractors,  but  exclusive  of  any  costs 
allocable  to  the  completed  work  paid  or 
to  be  paid  for,  may  be  included  In  such 
charge; 

(2)  Which  payment  has  already  been 
made  to  the  contractor;  or 

(3)  Anticipated  profit  on  the  canceled 
Items,  or  on  the  costs  included  In  the 
cancellation  charge. 

§  9—7.5006—59  Private  use  of  contract 
information  and  data. 

Except  as  specifically  authorized  by  this 
contract,  or  as  otherwise  approved  by  the 
Ck>ntractlng  Officer,  information  and  other 
data  developed  or  acquired  by  or  furnished 
the  contractor  in  the  performance  of  this 
contract,  shall  be  used  only  In  connection 
with  the  work  under  this  contract. 

§  9—7.5006—60  Preservation  of  individ¬ 
ual  occupational  radiation  exposure 
recnrds. 

Individual  occupational  radiation  exposure 
records  generated  In  the  performance  of  work 
under  this  contract  shall  be  subject  to  In¬ 
spection  by  the  Commission  and  shall  be 
preserved  by  the  contractor  until  disposal 
is  authorized  by  the  Commission,  or  at  the 
option  of  the  contractor  delivered  to  the 
Commission  upon  completion  or  termination 
of  the  contract.  If  the  contractor  exercises 
the  foregoing  option,  title  to  such  records 
shall  vest  In  the  Commission  upon  delivery. 

Note  A;  The  foregoing  clause  shall  be  In¬ 
cluded  in  all  contracts  containing  AEC 
standard  clause  §  9-7.6006-47. 

§  9—7.5007  Suggested  AEC  clauses. 

This  section  sets  forth  suggested 
clauses  for  use  in  AEC  contracts.  The 
clauses  may  be  modified  in  the  light  of 
specific  contracting  situations. 

§  9—7.5007—1  [Reserved] 

§  9—7.5007—2  Key  personnel. 

It  having  been  determined  that  the  em¬ 
ployees  whose  names  appear  (below)  (in 

Appendix _ _  or  persons  approved  by  the 

Contracting  Officer  as  persons  of  substan¬ 
tially  equal  abilities  and  qualifications,  are 
necessary  for  the  successful  performance 
of  this  contract,  the  contractor  agrees  to 
assign  such  employees  or  persons  to  the 
performance  of  the  work  under  this  contract 
and  shall  not  reassign  or  remove  any  of  them 
without  the  consent  of  the  Contracting  Offi¬ 
cer.  Whenever,  for  any  reason,  one  or  more 
of  the  aforementioned  employees  Is  unavail¬ 
able  for  assignment  for  work  under  the  con¬ 
tract,  the  contractor  shall,  with  the  ap¬ 
proval  of  the  Contracting  Officer,  replace 
such  employee  with  an  employee  of  sub¬ 
stantially  equal  abilities  and  qualifications. 

§  9—7.5007—3  Other  rontraets. 

The  Government  may  undertake  or  award 
other  contracts  for  additional  work,  and  the 
contractor  shall  fully  cooperate  with  such 
other  contractors  and  Government  employees 
and  carefully  fit  his  own  work  to  such 
additional  work  as  may  be  directed 'by  the 
Contracting  Officer.  ’The  contractor  shall  not 
commit  or  permit  any  act  which  will  inter¬ 
fere  with  the  performance  of  work  by  any 
other  contractor  or  by  Government 
employees. 

§  9-7.5007-4  [Reserved] 

§  9—7.5007—5  Price  redetermination. 

’The  price  or  prices  stated  In  this  contract 
shall  be  subject  to  redetermination  In  accord¬ 


ance  with  the  provisions  of  this  article  t.  I 
no  event  shall  the  total  contract  prica  b  • 
revised  hereunder,  exceed  $ _ 4e 

(a)  Time  for  redetermination*  ’ 

( 1 )  Upon  delivery  of . percent  of  th» 

total  number  of  articles  specified  to  be  itu 
nished  ^  under  this  Contracting  Officer  mi 
direct  In  the  event  of  any  termination  by  the 
Government  of  work  under  this  conttecU 
the  Contractor  shall  submit  to  the  Contn^ 
Ing  Officer  the  data  specified  In  paraeran)i  1 
(c)  of  this  article.  On  the  basis  of  such 
information,  and  of  any  other  relevant  in- 
formation  which  may  be  available  to  the 
Contracting  Officer,  the  price  or  prices  set 
forth  in  this  contract  shall  be  redetermlnea 
by  agreement  of  the  Contracting  Officer  and 
the  Contractor.  Any  redetermined  price  ot 
prices  established  under  this  subparagraph 
shall  be  effective  as  of  the  date  of  this  ex¬ 
tract  and  shall  apply  to  all  articles  covered 
by  the  contract,  whether  already  delivered 
or  yet  to  be  delivered. 

(2)  Prior  to  expiration  or  termination  oI 
this  contract,  but  not  sooner  than  ninety 
(90)  days  after  the  effective  date  of  any 
price  redetermination  under  subparagraph 
( 1 ) .  either  party  to  the  contract  may  at  Ih 
option  by  written  notice  addressed  to  the 
other  require  that  the  parties  negotiate  i  i 
further  redetermlnatlon  of  such  redetermined  I 
price  or  prices  to  become  effective  as  of  the 
date  of  the  notice  or  some  later  date  speci¬ 
fied  therein,  and  thereafter  from  time  to 
time  by  similar  notices  may  require  that  the 
parties  again  negotiate  further  price  red^ 
terminations  to  become  effective  as  of  dates 
not  earlier  than  ninety  (90)  days  after  the 
effective  date  of  the  redetermined  price  or  ' 
prices  then  In  effect.  The  data  specified  li  i 
paragraph  (c)  shall  accompany  any  notice 
by  the  Contractor  under  this  subparagraph, 
and  shall  be  submitted  by  the  Contractor  to 
the  Contracting  Officer  within  thirty  (30) 
days  after  receipt  of  any  notice  hereunder 
from  the  Government.  Any  redetermined 
price  or  prices  established  under  this  sub¬ 
paragraph  shall  apply  only  to  articles  yet 
to  be  delivered. 

(b)  Principles  Governing  Negotiation,  Ai- 
ditional  General  Limitations  and  Procedura 


*  Whenever  changes  are  made  in  the  con¬ 
tract  pursuant  to  the  changes  article,  the 
total  contract  price. shall  be  adjusted,  where 
necessary,  in  accordance  with  such  changes. 

'  If  redetermlnatlon  downward  only  Is  to 
be  provided  for,  the  following  sentence  should 
be  substituted  for  this  sentence:  “Thetotil 
of  such-  redetermined  prices  as  established 
pursuant  to  any  redetermlnatlon  shall  In 
no  event  exceed  the  total  contract  price  u  ' 
set  forth  In  this  contract  prior  to  redeter-  j 
mlnatlon,  less  any  part  thereof  applicable  ■ 
to  any  terminated  portion  of  the  work.” 

•  Where  multiple  redetermlnatlons,  upward 
or  downward,  are  to  be  provided  for,  sub-  | 
paragraphs  (1)  and  (2)  should  both  be  In¬ 
cluded  In  p'arag;raph  (a).  Where  a  single 
redetermlnatlon  only,  whether  upward  or 
downward  or  downwarcl  only.  Is  to  be  pro¬ 
vided  for,  subparagraph  (2)  should  be  en¬ 
tirely  omitted. 

^  In  lieu  of  “Upon  delivery  of _ percent 

of  the  articles  specified  to  be  furnished,”  any 
one  of  the  following  substitutes  may  be 
used: 

“Upon  delivery  of  _  units  of  the 

articles  to  be  furnished.” 

“Upon  performance  of  (a  specified  portion 
of  the  work) .” 

“Upon  delivery  of  articles  represenUnj 
_ percent  of  the  total  contract  price." 

» In  the  event  wholly  retroactive  redetennl- 
natlon  Is  to  be  provided  for,  the  precedlni 
language  should  be  revised  to  read:  "Within 

_ days  after  completion  or  termlnnUo® 

of  this  contract.” 
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B.hiHna  to  Redetermined  Prices.  Any  rede- 
Drice  or  prices  under  this  arUcle 
^  ^  fllr  and  reasonable  under  all  the 
wrcumstances  to  the  ContractOT  and  to  the 
Jwvemment.  In  the  negotiation  of  such  fair 

reasonable  redetermined  price  or  prices, 
me  contracting  Officer  may  take  Into  ac- 
rount  as  a  factor  In  determining  a  reasonable 
allowance,  any  unwarranted  delay  on 

part  of  the  Contractor  In  submitting  the 
Lta  specified  In  paragraph  (c)  at  a  time  re¬ 
tired  by  this  article.  Any  redetermined 
Drice  OT  prices  under  this  article  shall  not 
exceed  any  applicable  celUng  price  or  prices 
established  pursuant  to  applicable  law  and 
reflations.  Any  redetermined  price  or  prices 
and  the  manner  of  making  necessary  adjvist- 
ments  with  respect  to  payments  previously 
made  by  the  Government  shall  be  set  forth 
in  an  amendment  or  amendments  which 
shall  be  signed  by  the  Contracting  Officer 
and  the  Contractor.  Where  negotiation  Is  re- 
gulred  under  this  article,  failure  to  agree 
upon  any  redetermined  price  or  prices  shall 
beamed  a  dispute  concerning  a  question 
(rf  fact  within  the  meaning  of  the  article  of 
this  contract  entitled  “Disputes.”  Any  rede- 
tsnnlnatlon  of  prices  under  this  article  shall 
be  without  prejudice  to  the  rights  of  the 
Government  \mder  any  statute  or  order  now 
in  effect,  or  under  any  other  article  of  this 
contract.  In  connection  with  any  price  rede- 
twmlnatlon  hereunder,  the  Government  may 
such  examination  of  the  Contractor’s 
accounts,  records  and  books  as  the  Contract¬ 
ing  Oflloer  may  require  and  may  make  such 
audit  thereof  as  the  Contracting  Officer  may 
deem  necessary. 

(c)  Data  to  be  submitted  by  the  Contrac¬ 
tor.  The  data  to  be  submitted  by  the  Con¬ 
tractor  under  this  article.  Itemized  In  such 
detail  as  the  Contracting  Officer  may  pre¬ 
scribe,  shall  consist  of : 

(1)  A  new  estimate  and  breakdown  of  the 
unit  cost  and  the  proposed  prices  of  the  items 
remaining  under  this  contract  after  the  ef¬ 
fective  date  of  the  price  redetermlnatlon; 

(2)  An  explanation  of  any  differences  be¬ 
tween  the  last  preceding  estimate  and  the 
current  estimate  of  costs; 

(3)  Such  relevant  shop  and  engineering 
data,  cost  records,  overhead  experience  re¬ 
ports,  and  accounting  statements  as  may  be 
of  assistance  In  determining  the  accuracy 
and  reliability  of  the  current  estimate  of 
costs; 

(4)  A  statement  of  experienced  costs  of 
production  hereunder  at  the  time  or  times  of 
the  negotiation  of  the  revision  of  prices  here¬ 
under;  and 

(6)  Any  other  relevant  data  usually  fur¬ 
nished  in  the  case  of  negotiation  of  prices 
under  a  new  contract. 


§9-7.5007—6  Established  price  arlieJe 
for  standard  off-the-shelf  items  (Es¬ 
calation). 

This  article  should  not  be  used  unless 
B  substantial  portion  of  the  contractor’s 
business  is  with  purchasers  other  than 
the  Government.  The  articles  can  be 
used  in  open-end  or  indefinite  quantity 
contracts,  but  its  use  is  not  limited  to 
such  contracts. 

Established  Price  Article  for  Standard 
Otf-the-Shelf  Items  (Escalation) 


become  effective  concurrently  with  the  effec¬ 
tive  date  of  each  applicable  decrease  In  Oon- 
tractor’s  established  price  and  the  contract 
shall  be  amended  accordingly. 

(b)  The  Contractor  may  at  any  time,  or 
from  time  to  time,  during  the  performance 
of  the  contract  request  In  writing  an  upward 
adjustment  In  any  of  the  contract  imlt  prices 
to  be  effective  as  from  a  date  to  be  specified 
by  the  Contractor,  subject  to  the  following 
conditions: 

(1)  No  unit  price  shall  be  increased  In  ac¬ 
cordance  with  such  request  by  a  greater  per¬ 
centage  than  the  applicable  established  price 
is  Increased. 

(2)  The  aggregate  of  the  Increases  In  any 
unit  price  made  under  this  paragraph  shall 
not  exceed  10  percent  of  the  original  appli¬ 
cable  contract  imlt  price. 

(3)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  any 
Increase  in  the  applicable  established  price. 

(c)  In  the  event  the  requested  adjustment 
In  any  contract  unit  price  Is  acceptable  to 
the  Contracting  Officer,  he  shall,  not  later 
than  20  days  after  the  date  of  receipt  by  him 
of  the  request,  so  notify  the  Contractor  and 
the  contract  shall  be  modified  accordingly. 

If  any  such  requested  adjustment  In  a  unit 
price  Is  not  acceptable  to  the  Contracting 
Officer,  he  shall  so  notify  the  Contractor  In 
writing  within  20  days  from  the  date  of  re¬ 
ceipt  by  him  of  the  Contractor’s  said  notice; 
and  unless  an  agreement  can  be  reached  as 
to  the  amount  of  increase,  the  Government 
may  cancel  without  liability  to  either  party 
the  Contractor’s  right  to  proceed  with  per¬ 
formance  of  the  portion  of  the  contract 
which  Is  undelivered  at  the  time  of  such 
cancellation. 

(d)  If  notice  of  cancellation  Is  not  sent  to 
the  Contractor  within  30  days  after  receipt 
by  the  Contracting  Officer  of  the  Contractor’s 
request,  supplies  delivered  subsequent  to  the 
date  specified  In  such  request,  and  prior  to 
the  effective  date  of  any  subsequent  Increase 
or  decrease  In  Contractor’s  applicable  estab¬ 
lished  prices,  shall  be  paid  for  at  the  applica¬ 
ble  Increased  unit  prices  so  requested,  pro¬ 
vided  such  requested  Increases  satisfy  all  of 
the  conditions  and  do  not  exceed  the  limita¬ 
tions  of  paragraph  (b) . 

(e)  ’The  Contractor  also  agrees  to  give  the 
Government  any  and  all  discount  benefits 
extended  .to  any  company,  agency,  organiza¬ 
tion,  or  Individual  purchasing  or  handling 
like  quantities  of  the  supplies  covered  by 
this  contract. 

§  9—7.5007—7  Established  price  article 
for  semistandard  items  (Escalation). 

This  article  pegs  the  price  of  a  semi- 
standard  item  to  the  “nearest  commercial 
equivalent”  for  which  there  is  an  estab¬ 
lished  price.  The  article  should  not  be 
used  if  the  Contractor  does  not  custom¬ 
arily  deal  in  standard  items  and  if  the 
standard  items  or  “nearest  commercial 
equivalents”  to  which  the  contract  unit 
prices  are  pegged  are  not  items  for  which 
the  Contractor  has  an  active  commercial 
market.  As  required  by  the  provisions  of 
paragraph  (c)  of  the  article,  agreement 
must  be  reached  as  to  the  “nearest  com¬ 
mercial  equivalent”  for  each  contract 
'item  and  its  established  price  at  the  date 


Established  Price  Article  fob  Semistandard 
Items  (Escalation) 

(a)  The  Contractor  warrants  that  the  ma¬ 
terials  covered  by  this  contract  are  materials 
which  the  Contractor  customarily  offers  for 
sale  commercially,  modified  In  accordance 
with  the  spedflcatlons  of  this  contract,  and 
that  any  differences  between  the  prices  pro¬ 
vided  herein  at  the  effective  date  hereof  and 
Its  established  or  published  prices  for  like 
quantities  of  the  materials  which  are  the 
nearest  commercial  equivalents  of  the  ma¬ 
terials  covered  by  this  contract  (hereinafter 
referred  to  as  "the  established  prices”)  are 
due  to  differences  In  costs  resulting  from 
compliance  with  such  specifications.  If  at  any 
time  during  the  performance  of  this  contract 
any  of  the  established  prices  are  reduced,  each 
applicable  price  set  forth  herein  (which,  as 
changed  at  any  time  or  from  time  to  time 
In  accordance  with  the  provisions  of  the 
article  hereof  entitled  “Changes,”  are  here¬ 
inafter  referred  to  as  “the  contract  prices”) 
shall  be  reduced  by  the  same  percentage  that 
such  established  price  Is  reduced.  Upon  such 
&  reduction  In  any  of  the  established  prices, 
the  Contractor  shall  advise  the  Contracting 
Officer  of  the  reduction  to  be  made  In  any 
of  the  contract  prices  and  the  effective  date 
of  the  reduction  In  the  applicable  estab¬ 
lished  price.  Any  such  reduced  price  shall  be 
effective  as  to  deliveries  made  on  and  after 
the  effective  date  of  the  reduction  In  the  ap¬ 
plicable  established  price  and  the  contract 
shall  be  modified  accordingly. 

(b)  If  at  any  time  during  t^e  performance 
of  the  contract  any  of  the  established  prices 
are  Increased,  the  Contractor  may  request  In 
writing  the  same  percentage  Increase  In  the 
applicable  contract  price  of  the  material  to 
be  delivered  after  a  date  not  earlier  than  the 
date  the  request  Is  mailed  to  the  Contracting 
Officer,  provided,  that  the  Contractor  may  not 
request  under  this  article  a  unit  price  for 
any  Item  which  will  exceed  by  more  than  10 
percent  the  original  contract  unit  price.  In 
the  event  the  requested  adjustment  In  any 
contract  unit  price  Is  acceptable  to  the  Con¬ 
tracting  Officer,  he  shall  not  later  than 
twenty  (20)  days  after  the  receipt  of  the  re¬ 
quest  so  notify  the  Contractor  and  the  con¬ 
tract  shall  be  modified  accordingly.  If  the 
requested  upward  adjustment  In  price  is  not 
acceptable  to  the  Contracting  Officer  and  he 
shall  so  indicate  by  withholding  approval  of 
It  for  a  period  of  twenty  (20)  days  from  the 
date  of  delivery  to  him  of  toe  Contractor’s 
written  request,  and  If  within  a  succeeding 
10-day  period  the  contractor  shall  not  elect 
to  continue  deliveries  at  the  prices  In  effect 
Immediately  prior  to  his  request,  then  toe 
contract  shall  be  deemed  to  have  been  termi¬ 
nated  for  toe  convenience  of  the  Govern¬ 
ment  pursuant  to  the  article  hereof  entitled 
“Terminations,”  only  with  respect  to  the  Item 
or  items  for  which  the  Contracting  Officer  has 
so  withheld  approval  of  the  requested  up¬ 
ward  adjustment. 

(c)  For  the  purposes  of  this  section,  it  Is 
agreed  by  the  Contractor  and  the  Govern¬ 
ment  that  the  nearest  commercial  equivalent 
of  the  material  covered  by  this  contract  Is 

- and  that  the  established  price 

therefor,  at  toe  effective  date  hereof.  Is 
$ - 

§  9—7.5007—8  General  price  escalation 
article  involving  cost  breakdowns. 


(a)  The  Contractor  hereby  warrants  that 
the  unit  prices  stated  herein  at  toe  effective 
date  hereof  are  not  In  excess  of  the  Con- 
^tor’g  applicable  established  prices  for 
like  quantities  of  the  supplies  covered  by  this 
rontract.  The  Contractw  shall  notify  toe 
C<®tractlng  Officer  of  each  decrease  In  any 
•uch  established  prices  and  each  applicable 
contract  unit  iHloe  shall  be  decreased  accord¬ 
ingly.  Any  decrease  In  a  unit  price  shall 


of  the  contract  must  be  set  forth  in  that 
paragraph.  This  article  should  not  be 
used  unless  a  substantial  portion  of  the 
Contractor’s  business  is  with  purchasers 
other  than  the  Government,  nor  should  it 
be  used  if  the  Contractor  will  accept  some 
other  more  suitable  article  (for  example, 
the  articles  suggested  in  §§  9-7.5007-8 
and  9-7.5007(9). 


This  article  can  be  used  in  fixed-price 
contracts  for  standard,  semistandard,  or 
nonstandard  items.  ’The  provision  in  par¬ 
agraph  (b)  of  the  article  limiting  ad¬ 
justments  to  amounts  equivalent  to  at 
least  3  percent  of  the  then  aggregate 
contract  price  should  not  be  considered 
inflexible.  In  the  case  of  a  large  con¬ 
tract,  the  Contractor  might  Insist  on  the 
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use  of  a  lower  percentage  figure.  In  the 
case  of  a  small  contract,  It  might  be  in 
the  Interest  of  the  Government  to  use  a 
higher  percentage  figure.  There  does  not 
appear  to  be  any  objection  to  the  use  of 
a  reasonable  dollar  amount  in  lieu  of  a 
percentage  figure. 

Oenxral  Price  Escalation  Article  Involving 
Cost  Breakdowns 

(a)  The  Contractor  represents  and  war¬ 
rants  that  the  prices  set  forth  In  this  con¬ 
tract  do  not  Include  any  contingency  allow¬ 
ance  to  cover  the  poeslbllity  of  increased 
costs  of  performance  resulting  from  Increases 
In  either  (1)  the  Contractor’s  rates  of  pay 
for  labor  employed  by  him;  or  (2)  the  prices 
which  the  Contractor  is  required  to  pay  for 
material.  The  Contractor  further  represents 
and  warrants  that  the  net  price  or  prices 
paid  or  to  be  paid  by  the  Government  under 
this  contract  do  not  and  shall  not  exceed 
those  paid  by  any  other  purchaser  or  con- 
slg;nee  for  like  quantities  of  the  same  or 
similar  supplies.  The  Contractor  also  agrees 
to  give  the  Government  any  and  all  discount 
benefits  extended  by  it  to  any  other  pur¬ 
chaser  or  consignee  purchasing  or  handling 
like  quantities  of  the  same  or  similar  supplies 
covered  by  this  contract. 

(b)  In  the  event  that,  at  any  time  during 
the  performance  of  this  contract,  the  Con¬ 
tractor  shall  pay  rates  of  pay  for  direct  labor 
employed  by  him  or  prices  for  direct  material 
In  excess  of  or  less  than  those  current  as  of 
the  date  of  this  contract,  provided  that  any 
such  change  would  result  In  an  increase  or 
decrease  of  at  least  three  percent  (3%)  of 
the  then  aggregate  contract  price  of  the  un¬ 
completed  units  of  the  contract,  then  In 
either  such  event  the  unit  prices  set  forth  In 
this  contract  may  be  revised  upward  or  down¬ 
ward  In  accordance  with  the  provisions  of 
paragraph  (c)  hereof,  with  respect  to  the 
units  completed  subsequent  to  the  effective 
date  of  any  such  Increase  or  decrease  by  an 
amount  equivalent  to  the  Increase  or  de¬ 
crease  In  cost  per  uncompleted  unit  occa¬ 
sioned  by  the  Increase  or  decrease  In  direct 
labor  wage  rates  or  In  prices  for  direct 
material  or  In  both. 

(c)  Not  later  than  twenty  (20)  days  after 
the  effective  date  of  any  Increase  or  decrease 
as  referred  to  In  paragraph  (b)  hereof,  the 
Contractor  may  notify  the  Contracting  Offi¬ 
cer  of  any  such  Increase,  and  shall  notify 
the  Contracting  Officer  of  any  such  decrease, 
and  with  such  notification  shall  submit  a 
supporting  cost  breakdown.  Such  cost  break¬ 
down  will; 

(1)  Be  prepared  In  accordance  with  recog¬ 
nized  commercial  accounting  principles. 

(2)  Indicate  changes  in  estimated  direct 
labor  and  direct  material  costs  resulting  from 
any  increase  or  decrease  as  referred  to  In 
paragraph  (b)  hereof. 

(3)  Be  signed  by  a  responsible  official  of 
the  Contractor.  Upon  the  basis  of  such  noti¬ 
fication  and  cost  breakdown,  and  such  other 
data  as  may  be  available  to  the  Contracting 
Officer  or  as  shall  be  furnished  to  him  upon 
request  to  the  Contractor,  a  price  adjust¬ 
ment  to  reflect  the  increase  or  decrease 'In 
costs  as  referred  to  In  paragraph  (b)  hereof 
shall  be  determined  by  mutual  agreement 
between  the  Contractor  and  the  Contracting 
Officer,  and  shall  be  set  forth  In  an  amend¬ 
ment  to  this  contract.  In  the  event  that  the 
Contractor  falls  to  give  notice  of  any  decrease 
as  required  herein,  a  downward  adjustment 
shall  be  later  effected  with  respect  to  xmlts 
completed  subsequent  to  the  effective  date 
of  any  such  decrease. 

(d)  Price  adjustments  may  be  agreed 
upon,  at  any  time  and  from  time  to  time 
during  the  performance  of  this  contract,  in 
accordance  with  the  {Novlslons  ot  this 
article.  In  no  event,  however,  shall  any  price 
adjustments  be  made: 


(1)  For  increased  or  decreiwed  ooets  re¬ 
sulting  from  an  Increase  or  decrease  as  re¬ 
lated  to  the  original  contract  estimates.  In 
number  of  hours  of  labor,  In  aznoimts  at 
material  purchased,  or  in  overhead  charges; 
or 

(2)  Which  would  Increase  or  decrease  the 
estimated  dollar  amount  of  profit  per  unit 
originally  Included  in  the  contract  price. 

(e)  The  increase  or  accumulated  Increases 
In  unit  prices  made  under  this  article  shall 
not  exceed  ten  percent  (10%)  of  the  original 
contract  unit  price. 

(f)  Pending  a  determination  of  any  price 
adjustment  under  this  article,  the  Con¬ 
tractor  shall  continue  deliveries  hereunder. 
Failure  of  the  parties  to  agree  upon  a  price 
adjustment  pursuant  to  the  provisions  of  this 
article  shall  be  deemed  to  be  a  dispute  as 
to  a  question  of  fact  within  the  meaning 
of  the  article  of  this  contract  entitled 

..“Disputes." 

§  9—7.5007—9  General  price  escalation 

article  (no  cost  breakdowns). 

This  article  may  be  used  in  lieu  of  the 
article  described  in  §  9-7.5007-8  in  in¬ 
stances  where  the  Contractor  is  either 
imable  or  unwilling  to  furnish  a  cost 
breakdown.  In  such  instances,  prices 
should  be  otherwise  adequately  justi¬ 
fied  and  the  contract  should  normally 
be  for  less  than  $100,000. 

General  Price  Escalation  Article 
(No  Cost  Breakdowns) 

(a)  The  Contractor  represents  and  war¬ 
rants  that  the  prices  set  forth  In  this  con¬ 
tract  do  not  Include  any  contingency  allow¬ 
ance  to  cover  the  possibility  of  increased 
costs  of  performance  resulting  from  increases 
In  either  (1)  the  Contractor’s  rates  of  pay 
for  labor  employed  by  him  or  (2)  the  prices 
which  the  Contractor  Is  required  to  pay 
for  material.  The  Contractor  further  rep¬ 
resents  and  warrants  that  the  net  price  or 
prices  paid  or  to  be  paid  by  the  Government 
imder  this  contract  do  not  and  shall  not 
exceed  those  paid  by  any  other  purchaser 
or  consignee  for  like  quantities  of  the  same 
or  similar  supplies.  ’The  Contractor  also 
agrees  to  give  the  Government  any  and  all 
discount  benefits  extended  by  It  to  any  other 
purchaser  or  consignee  purchasing  or  han¬ 
dling  like  quantities  of  the  same  or  similar 
supplies  covered  by  this  contract. 

(b)  In  the  event  that,  at  any  time  during 
the  performance  of  this  contract,  the  Con¬ 
tractor  shall  pay  rates  of  pay  for  direct  labor 
employed  by  him  or  prices  for  direct  mate¬ 
rial  in  excess  of  or  less  than  those  current 
as  of  the  date  of  this  contract,  provided  that 
any  such  change  would  result  in  an  Increase 
or  decrease  of  at  least  3  percent  of  the  then 
aggregate  contract  price  of  the  uncompleted 
units  of  the  contract,  then  In  either  such 
event  the  unit  prices  set  forth  In  this  contract 
may  be  revised  upward  or  downward  In  ac¬ 
cordance  with  the  provisions  of  paragraph  (c) 
hereof,  with  respect  to  units  completed  sub¬ 
sequent  to  the  effective  date  of  any  such 
Increase  or  decrease  by  an  amount  equivalent 
to  the  Increase  or  decrease  In  cost  per  uncom¬ 
pleted  unit  occasioned  by  the  Increase  or 
decrease  In  direct  labor  wage  rates  or  In  prices 
for  direct  material  or  in  both. 

(c)  Not  later  than  twenty  (20)  days  after 
the  effective  date  of  any  Increase  or  decrease 
as  referred  to  In  paragraph  (b)  hereof,  the 
Contractor  may  notify  the  Contracting  Olfi- 
cer  of  any  such  Increase,  and  shall  notify 
the  Contracting  Officer  of  any  such  decrease, 
and  with  such  notification  shall  submit  evi¬ 
dence  of  costs  satisfactory  to  the  Contracting 
Officer.  Su(^  evidence  of  costs  (1)  shall  be 
prepared  In  accordance  with  recognized 
commercial  accounting  principles,  and  (2) 
shall  be  signed  by  a  responsible  official  of 
the  Contractor.  Upon  the  basis  of  such  noti¬ 


fication  and  evidence  of  costs,  and  sut*  t 

data  as  may  be  avallaUe  to  the  ContnJg^  t 

Officer  or  as  shall  be  furnished  to  him  rm  i 

request  to  the  Contractor,  a  price  adjustmS  I 

to  reflect  the  increase  or  decrease  In  costs  ■■  i 

referred  to  In  paragraph  (b)  hereof  shall  ^  I 

determined  by  mutual  agreement  betwem 
the  Contractor  and  the  Contracting  Offl^ 
and  shall  be  set  forth  in  an  amendment  to  ' 

this  contract.  In  the  event  the  Contractor  ' 

falls  to  give  notice  of  any  decrease  as  je. 
qulred  herein,  a  downward  adjustment  shau 
be  later  effected  with  respect  to  units  com¬ 
pleted  subsequent  to  the  effective  date  (X 
any  such  decrease. 

(d)  Price  adjustments  may  be  agreed  upon 
at  any  time  and  from  time  to  time  durlne 
the  performance  of  this  contract,  in  accoid^ 
ance  with  the  provisions  of  this  clause.  In 
no  event,  however,  shall  any  price  adjust¬ 
ment  bo  made  for  Increased  or  decreased 
costs  resulting  from  an  Increase  or  decrease 
as  related  to  the  original  contract  estimates 
In  number  of  hours  of  labor.  In  amounts  of 
material  purchased,  or  In  overhead  charges- 
or  which  would  Increase  or  decrease  the  estll 
mated  dollar  amount  of  profit  per  unit  orig¬ 
inally  Included  In  the  contract  price.  ’The 
Increase  or  accumulated  Increases  In  unit 
prices  made  under  this  article  shall  not  ex¬ 
ceed  10  percent  of  the  original  contract  unit 
price. 

(e)  Pending  a  determination  of  any  price 
adjustment  under  this  article,  the  Contrac¬ 
tor  shall  continue  deliveries  hereunder.  Pali- 
ure  of  the  parties  to  agree  upon  a  price  ad¬ 
justment  pursuant  to  the  provisions  of  this 
article  shall  be  deemed  to  be  a  dispute  as 
to  a  question  of  fact  within  the  meaning 
of  the  article  of  this  contract  entitled  “Dis¬ 
putes.” 

§  9— 7.5007— 10  Escalation  article  for 

nonstandard  steel  items. 

This  article  Is  intended  for  use  in  those 
cases  where  the  items  being  procured  are 
nonstandard  steel  items  made  wholly  or 
in  major  part  of  steel,  and  where  the 
Contractor  is  a  steel  producer  and  ac¬ 
tually  manufactures  the  basic  steel  items, 
referenced  in  paragraph  (d)  of  article, 
from  which  the  nonstandard  item  is 
fabricated. 

Escalation  Article  for  Nonstandard 
Steel  Items 

(a)  The  Contractor  represents  that  the 
prices  set  forth  In  this  contract  do  not  In¬ 
clude  any  contingency  allowance  to  cover 
the  possibility  of  Increased  costs  of  perform¬ 
ance  resulting  from  Increases  in  either  (1) 
the  Contractor’s  rates  of  pay  for  labor  em¬ 
ployed  by  it,  or  (2)  the  prices  which  the  Con¬ 
tractor  charges  its  manufacturing  shops  lor 
the  steel  required  in  the  performance  of 
this  contract. 

(b)  Each  contract  unit  price  shall  be  sub¬ 
ject  to  revision,  pursuant  to  the  provisions 
of  this  article,  to  reflect  changes  In  the  costs 
of  labor  and  steel.  For  the  purpose  of  any 
such  price  revision,  the  proportion  of  the 
contract  unit  price  attributable  to  costs  of 
labor  not  otherwise  Included  in  the  price 
of  the  steel  Item  Identified  in  paragtt^b 

(d)  below,  shall  be _ percent,  and  the 

proportion  of  the  contract  unit  price  attribu¬ 
table  to  the  cost  of  steel  shall  be - per¬ 

cent. 

(c)  For  the  purposes  of  this  clause,  the 

term  “Labor  Index”  shall  mean  the  average 
straight  time  hourly  earnings  of  the  con¬ 
tractor’s  employees  In  the  - 

(Note  A)  shop  of  the  Contractor’s - - - 

plant  for  any  particular  month.  (’The  word 
“month”  as  used  herein  means  “calendar 
month.”)  Unless  otherwise  specified  In  this 
contract,  the  labor  Index  shall  be  computed 
by  dividing  the  total  straight  time  payroll 
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of  the  Contractor’s  employees  In  the  par- 
”  lor  shop  Identified  above  for  any  given 
^th  by  the  total  number  of  straight  time 
worked  by  such  employees  In  that 
^th  Any  revision  In  a  contract  unit  price 
towflect  changes  In  the  cost  of  labor  shall 
be  computed  solely  by  reference  to  the 
“base  labor  Index"  which  shall  be  the  aver¬ 
se  of  the  labor  Indices  for  the  3  months 

cSslstlng  of  the  month  of  . 

.  19...  (Note  A)  the  month 

^mediately  preceding  and  the  month  Im¬ 
mediately  following,  and  to  the  “current 
Isbor  Index”  which  shall  be  the  average  of 
the  labor  Indices  for  the  month  In  which 
delivery  of  supplies  Is  required  to  be  made 
in  accordance  with  the  terms  of  this  con¬ 
tract,  and  the  month  preceding. 

(d)  Any  revision  In  a  contract  unit  price 
to  reflect  changes  In  the  cost  of  steel  shall  be 
computed  solely  by  reference  to  the  “base 
steel  Index,”  which  shall  be  the  Contractor’s 
established  or  published  price  to  the  public, 

tncinriing  all  applicable  extras  of  $ - 

(Note  B)  per . unit  for - 

(Note  B)  (description  of  steel  Item) 

QQ  _  19 _ ,  and  the  “current 

steel  Index”  which  shall  be  the  Contrac¬ 
tor's  established  or  published  price  to  the 
public  of  said  Item,  Including  all  applicable 

extras  In  effect - (Note  B)  days 

prior  to  the  first  day  of  the  month  In  which 
delivery  of  supplies  Is  required  to  be  made 
in  accordance  with  the  terms  of  the  contract. 

(e)  Each  contract  unit  price  shall  be  re¬ 
vised  for  each  month  In  which,  by  the  terms 
of  this  contract,  delivery  of  supplies  Is  re¬ 
quired  to  be  made,  and  such  revised  contract 
unit  price  (s)  shall  apply  to  the  deliveries  of 
those  quantities  of  supplies  required  to  be 
made  in  that  month  regardless  of  when 
actual  delivery  be  made  of  said  quantities 
of  supplies.  Each  revised  contract  unit  price 
for  any  month  shall  be  computeu  by  adding 
together  the  following  three  amounts: 

(1)  The  amount  (representing  the  ad¬ 
justed  cost  of  labor)  obtained  by  multiplying 

. -  percent  of  the  contract  unit  price  by 

a  fraction,  the  numerator  of  which  shall  be 
the  current  labor  index  and  the  denominator 
of  which  shall  be  the  base  labor  Index, 

(2)  The  amount  (representing  the  ad¬ 
justed  cost  of  steel)  obtained  by  multiplying 

_ percent  of  the  contract  unit  price  by  a 

fraction,  the  numerator  of  which  shall  be 
the  current  steel  Index  and  the  denominator 
of  which  shall  be  the  base  steel  Index,  and 

(3)  The  amount  equal  to _ percent  of 

the  original  contract  unit  price  (represent¬ 
ing  that  portion  of  such  unit  price  which 
relates  neither  to  the  cost  of  labor  nor  to 
the  cost  of  steel  and  which  Is  therefore  not 
subject  to  revision) :  Provided,  however.  That 
any  revised  contract  unit  price  made  pur¬ 
suant  to  the  provisions  of  this  article  shall 
In  no  event  exceed  110  percent  of  the  original 
contract  unit  price.  All  computations  shall 
be  made  to  the  nearest  one-hundredth  of  1 
cent. 

(f)  Pending  revisions  of  the  contract  unit 

price  (s).  If  any  to  be  made  pursuant  to  this 
article,  the  Contractor  shall  be  paid  the 
contract  unit  price (s)  for  deliveries  made. 
Within  thirty  (30)  days  after  the  final 
delivery  of  supplies,  or  within  such  further 
period  of  time  as  may  be  authorized  by  the 
Contracting  Officer,  the  Contractor  shall  fur¬ 
nish  a  statement  or  statements  signed  by  the 
official  supervising  accounting  with  respect 
to  this  contract  setting  forth  and  certifying 
the  correctness  of  (l)  the  average  straight 
time  hourly  earnings  of  the  Contractor’s  em¬ 
ployees  In  the - shop  of  the  Con¬ 

tractor  which  are  relevant  to  the  computa¬ 
tions  of  the  “base  labor  Index”  and  the 

cment  labor  index,”  and  (2)  the  Contrac¬ 
tor’s  established  or  published  prices  to  the 
public  Including  all  applicable  extras,  for 
like  quantities  of _ which  are  relevant 
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to  the  computation  of  the  "base  steel  Index** 
and  the  “current  steel  Index."  Upon  request 
of  the  Contracting  Oflflcer  or  his  duly  au¬ 
thorized  representative  the  Contractor  shall 
make  available  Its  records  used  In  the  com¬ 
putation  of  the  labor  indices.  After  the  re¬ 
ceipt  of  such  certificate  by  the  Contracting 
Officer,  the  revised  contract  unit  price  (s) 
shall  be  computed  in  accordance  with  the 
provisions  of  this  article  and  this  contract 
shall  be  amended  accordingly. 

(g)  In  the  event  of  any  total  or  partial 
termination  of  any  Item  of  this  contract  for 
the  convenience  of  the  Government,  the 
month  In  which  notice  of  such  termination 
Is  received  by  the  Contractor,  If  prior  to  the 
month  in  which  delivery  Is  required  by  this 
contract,  shall  be  considered  the  month  in 
which  delivery  of  such  terminated  or  par¬ 
tially  terminated  Item  Is  required  for  the 
purpose  of  determining  the  current  labor 
and  materials  Indices  under  paragraph  (c) 
and  (d)  hereof;  provided,  however,  that  as 
to  the  quantity  of  such  Item  which  Is  not 
terminated  for  convenience,  the  month  In 
which  delivery  Is  required  by  this  contract 
shall  continue  to  apply  for  determining  said 
Indices.  In  the  case  of  termination  of  any 
item  for  default  on  the  part  of  the  Con¬ 
tractor,  any  price  revision  shall  be  limited 
to  the  quantity  of  each  Item  which  has  been 
delivered  by  the  contractor  and  accepted  by 
the  Government  prior  to  receipt  by  the  Con¬ 
tractor  of  notice  of  termination  for  default. 

(h)  As  used  In  this  article,  the  phrase 
"the  month  In  which  the  delivery  of  supplies 
Is  required  to  be  made  In  accordance  with 
the  terms  of  this  contract’’  shall  mean  any 
month  In  which  under  the  terms  of  this 
contract  a  specific  quantity  of  units  of  the 
supplies  called  for  by  this  contract  Is  re¬ 
quired  to  be  delivered;  Provided,  however. 
That  In  case  the  fallme  of  the  Contractor  to 
make  delivery  of  such  quantity  shall  have 
arisen  out  of  causes  beyond  the  control  and 
without  the  fault  or  negligence  of  the  Con¬ 
tractor,  the  quantity  not  delivered  shall  be 
required  to  be  delivered  as  promptly  as  pos¬ 
sible  after  the  cessation  of  the  cause  of  such 
failure,  and  the  delivery  schedule  set  forth 
In  this  contract  shall  be  amended  accord¬ 
ingly.  Such  causes  of  failure  include,  but  are 
not  restricted  to,  acts  of  God  or  of  the  public 
enemy,  acts  of  the  Government,  fires,  floods, 
epidemics,  quarantine  restrictions,  strikes, 
freight  embargoes,  unusually  severe  weather, 
and  defaults  of  subcontractors  due  to  any 
of  such  causes  unless  the  Contracting  Officer 
shall  determine  that  the  supplies  or  services 
to  be  furnished  by  the  subcontractor  were 
obtainable  from  other  sources  In  sufficient 
time  to  permit  the  Contractor  to  meet  the 
required  delivery  schedule. 

(1)  Failure  to  agree  upon  any  determina¬ 
tion  to  be  made  under  this  article  shall  be  a 
dispute  concerning  a  question  of  fact  within 
the  meaning  of  the  article  of  this  contract 
entitled  “disputes.” 

Note  A:  In  the  first  blank  In  paragraph 
(c),  there  would  be  Inserted  the  actual 
shop  In  which  the  basic  steel  item.  Identified 
In  paragraph  (d),  would  be  finally  fabri¬ 
cated  or  processed  Into  the  actual  contract 
Item.  In  the  third  blank  of  paragraph  (c), 
there  would  be  Inserted  the  month  In  which 
the  Contractor  submitted  Its  quotation. 

Note  B;  In  the  third  blank  In  paragraph 
.  (d),  there  would  be  Inserted  the  actual 
standard  steel  mill  Item  used  by  the  Con¬ 
tractor  In  the  manufacture  of  the  contract 
Item.  The  price  which  Is  to  be  Inserted  In  the 
first  blank  In  paragraph  (d)  Is  the  actual 
price  of  such  Item,  Including  the  base  price 
of  the  material  and  all  applicable  extras  In 
effect  on  the  date  of  quotation.  In  the  fifth 
blank  In  paragraph  (d),  there  would  be  In¬ 
serted  the  number  of  days  which  represents 
the  contractor’s  best  estimate  of  the  period  of 
time  required  for  processing  said  standard 


15163 

steel  mill  Item  In  the  shop  Identified  in 
paragraph  (c) . 

§  9—7.5007—11  Price  escalation  article 
for  standard  steel  items. 

This  article  for  the  procurement  of 
standard  i^el  items  from  manufacturers 
is  applicable  to  both  advertised  and 
negotiated  procurement. 

Price  Escalation  Article  for  Standard 
Steel  Items 

(a)  The  Contractor  hereby  warrants  that 
the  unit  prices  stated  herein  on  the  date  set 
for  opening  of  bids  (or  the  contract  date  if 
this  Is  a  negotiated  contract  rather  than  one 
entered  Into  by  means  of  formal  advertising) 
are  not  In  excess  of  the  Contractor’s  appli¬ 
cable  established  prices  for  like  quantities 
of  the  supplies  covered  by  this  contract.  The 
Contractor  shall  notify  the  Contracting  Offi¬ 
cer  of  each  decrease  In  any  of  such  estab¬ 
lished  prices  and  each  applicable  contract 
unit  price  shall  be  decreased  accordingly. 
Any  decrease  In  a  unit  price  shall  become 
effective  concurrently  with  the  effective  date 
of  each  applicable  decrease  In  Contractor’s 
established  price  and  the  contract  shall  be 
amended  accordingly. 

(b)  The  Contractor  may  at  any  time,  or 
from  time  to  time,  after  the  date  sett  ior 
opening  of  bids  (or  the  contract  date  If  this  is 
a  negotiated  contract  rather  than  one 
entered  Into  by  means  of  formal  advertising) 
and  during  the  performance  of  the  contract 
request  In  writing  an  upward  adjustment 
In  any  of  the  contract  unit  prices  to  be  effec¬ 
tive  as  from  a  date  to  be  specified  by 
the  Contractor,  subject  to  the  following 
conditions : 

(1)  No  unit  price  as  adjusted  shall  exceed 
the  Contractor’s  applicable  established  price. 

(2)  The  aggregate  of  the  Increases  In  any 
unit  price  made  under  this  paragraph  shall 
not  exceed  10  percent  (10%)  of  the  original 
applicable  contract  imlt  price. 

(3)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  any 
Increase  In  the  applicable  established  price 
and  no  Increase  shall  be  granted  unless  the 
Contractor’s  applicable  established  price  has 
Increased  subsequent  to  the  date  set  for 
opening  of  bids  (or  the  contract  date  If 
this  is  a  negotiated  contract  rather  than 
one  entered  Into  by  means  of  formal 
advertising) . 

(c)  In  the  event  the  requested  adjustment 
In  any  contract  unit  price  Is  acceptable  to  the 
Contracting  Officer,  he  shaU  not  later  than 
twenty  (20)  days  after  the  date  of  receipt 
by  him  of  the  request  so  notify  the  Con¬ 
tractor  and  the  contract  shall  be  modified 
accordingly.  If  any  such  requested  adjust¬ 
ment  In  a  unit  price  Is  not  acceptable  to  the 
Contracting  Officer,  he  shall  so  notify  the 
Contractor  in  writing  within  twenty  (20) 
days  from  the  date  of  receipt  by  him  of  the 
Contractor’s  said  notice;  and  unless  an  agree¬ 
ment  can  be  reached  as  to  the  amount  of 
Increase,  the  Government  may  cancel  with¬ 
out  liability  to  either  party  the  contractor’s 
right  to  proceed  with  performance  of  the 
portion  of  the  contract  which  Is  undelivered 
at  the  time  of  such  cancellation,  except  that 
the  Contractor  may  make  delivery  of  all  or 
any  of  the  supplies  which  a  duly  authorized 
officer  of  the  company  shall  certify  where 
completed  or  In  the  process  of  manufacture 
at  the  time  of  receipt  of  notice  of  such  can¬ 
cellation,  and  the  Government  shall  pay 
for  all  supplies  so  delivered  at  the  applicable 
unit  price  contained  In  the  Contractor’s  said 
request  and  the  contract  shall  be  modified 
accordingly:  Provided,  That  such  certifica¬ 
tion  Is  made  within  10  days  after  receipt  of 
notice  of  such  cancellation  and  such  re¬ 
quested  increase  satisfies  all  of  the  condi¬ 
tions  and  does  not  exceed  the  limitations  of 
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paragraph  (b).  StippUea  ahall  be  deemed  to 
b*f  In  l&e  process  of  manufacture  when  the 
steel  therefor  Is  In  any  state  of  processing 
after  the  beginning  of  the  furnace  melt. 

(d)  During  the  period- to  such  cancella¬ 
tion.  the  Contractor  shall  continue  dellveties 
aooordlng  to  the  terms  of  the  contract  tdM 
shall  be  paid  therefor  at  the  applicable  in¬ 
creased  tmlt  prices  so  requested:  Provided, 
Such  requested  increases  satisfy  all  of  the 
oonditlons  and  do  not  exceed  the  limitations 
of  paragraph  (b). 

(e)  If  notice  of  cancellation  is  not  sent  to 
the  Contractor  within  thirty  (30)  days  after 
receipt  by  the  Contracting  Officer  of  the  Con¬ 
tractor’s  request,  suj^lies  delivered  subse¬ 
quent  to  the  date  sx>eclfled  in  such  request, 
and  prior  to  the  effective  date  of  any  subse¬ 
quent  increase  or  decrease  in  Contractor’s 
applicable  established  prices,  shall  be  paid 
for  at  the  applicable  increased  unit  prices  so 
requested,  provided  such  requested  increases 
satisfy  all  of  the  conditions  and  do  not  ex¬ 
ceed  the  limitations  of  paragraph  (b). 

Note:  By  the  deletion  of  the  last  sentence 
of  paragraph  (c)  above,  this  clause  is  made 
suitable  for  use  in  contracts  covering  stand¬ 
ard  aluminum  items. 

§  9—7.5007—12  Price  escalation  article 
for  standard  steel  items  (Nonpro¬ 
ducer)  . 

This  article  is  intended  for  use  in  con¬ 
tracts  with  suppliers  (who  are  not  the 
manufacturers)  of  standard  steel  items, 
and  ties  adjustments  in  the  contract 
prices  to  fluctuations  in  the  manufac¬ 
turer’s  prices  to  the  contractor  for  those 
items. 

Price  Escalation  Article  for  Standard 
Steel  Items  (Nonproducer) 

(a)  ’The  parties  agree  that  if,  subsequent 
to  the  date  set  for  opening  of  bids  (or  the 
contract  date  if  this  is  a  negotiated  contract 
rather  than  one  entered  into  by  means  of 
formal  advertising) ,  the  manufacturer  of  the 
supplies  covered  by  this  contract  reduces  his 

.  price  to  the  Contractor  for  such  supplies, 
the  imit  price  to  be  paid  hereimder  to  the 
Contractor  shall  be  reduced  for  those  sup¬ 
plies  deUvered  by  the  Contractor  after  the 
effective  date  of  the  reduction  in  the  manu¬ 
facturer’s  price.  In  each  such  Instance,  the 
applicable  contract  unit  price  shall  be  re¬ 
duced  by  the  same  amount  that  the  manu¬ 
facturer’s  price  to  the  Contractor  is  reduced. 
The  Contractor  will  notify  the  Contracting 
Officer  of  such  reductions  and  the  contract 
will  be  modified  accordingly. 

(b)  The  Contractor  may  at  any  time,  or 
from  time  to  time,  after  the  date  set  for 
opening  of  bids  (or  the  contract  date  if  this 
Is  a  negotiated  contract  rather  than  one 
entered  Into  by  means  of  formal  advertising) , 
request  in  writing  an  upward  adjustment  in 
any  of  the  contract  unit  prices,  subject  to 
the  following  conditions: 

(1)  No  unit  price  shall  be  Increased  in 
accordance  with  such  request  unless  the 
manufacturer  of  the  supplies  to  be  delivered 
under  this  contract  increases  his  price  to 
the  Contractor  for  such  supplies  and  no  in¬ 
crease  shall  be  granted  unless  the  manufac¬ 
turer’s  applicable  price  has  increased  subse¬ 
quent  to  the  date  set  for  opening  of  bids  (or 
the  contract  date  if  this  is  a  negotiated  con¬ 
tract  rather  than  one  entered  into  by  means 
of  formal  advertising). 

(2)  No  unit  price  shall  be  Increased  in 
accordance  with  such  request  except  as  to 
those  supplies  delivered  pursuant  to  the 


terms  of  this  contract  and  for  which  the 
Contractor  is  required  to  pay  to  the  manu¬ 
facturer  an  Increased  prioe. 

(S)  No  unit  prioe  shall  be  increased  by  an 
amount  greater  than  the  amount  the  manu¬ 
facturer’s  price  to  the  Contractor  is  Increased. 

(4)  The  aggregate  of  the  increases  in  any 
unit  price  made  under  this  section  shall  not 
exceed  10  percent  of  the  original  applicable 
contract  unit  price. 

(c)  In  the  event  the  requested  adjustment 
In  any  contract  unit  price  is  acceptable  to 
the  Contracting  Officer,  he  shall  not  later 
than  twenty  (20)  days  after  the  date  of 
receipt  by  him  of  the  request  so  notify  the 
Contractor,  and  the  contract  shall  be  modi¬ 
fied  accordingly.  If  any  such  requested  ad¬ 
justment  in  a  unit  price  is  not  acceptable 
to  the  Contracting  Officer,  he  shall  so  notify 
the  Contractor  in  writing  within  twenty  (20) 
days  from  the  date  of  receipt  by  him  of  the 
Contractor’s  said  notice;  and  unless  an  agree¬ 
ment  can  be  reached  as  to  amount  of  in¬ 
crease,  the  Government  may  cancel  without 
liability  to  either  party  the  Contractor’s  right 
to  proceed  with  performance  of  the  portion 
of  the  contract  which  is  undelivered  at  the 
time  of  such  cancellation. 

(d)  During  the  period  prior  to  such  can¬ 
cellation,  the  Contractor  shall  continue  de¬ 
liveries  according  to  the  terms  of  the  contract 
and  shall  be  paid  therefor  at  the  applicable 
increased  unit  price  so  requested:  Provided, 
Such  requested  increase  satisfies  all  of  the 
conditions  and  does  not  exceed  the  limita¬ 
tions  of  paragraph  (b) . 

(e)  If  notice  of  cancellation  is  not  sent 
to  the  Contractor  within  thirty  (30)  days 
after  receipt  by  the  Contracting  Officer  of 
the  Contractor’s  request,  supplies  delivered 
subsequent  to  the  date  specified  in  such  re¬ 
quest,  and  prior  to  the  effective  date  of  any 
subsequent  increase  or  decrease  in  Contrac¬ 
tor’s  applicable  price,  shall  be  paid  for  at  the 
applicable  increased  unit  price  so  requested, 
provided  such  requested  Increase  satisfies  all 
of  the  conditions  and  does  not  exceed  the 
limitations  of  paragraph  (b) . 

(f)  Upon  the  written  request  of  the  Con¬ 
tracting  Officer,  the  Contractor  shall  furnish 
to  the  Contracting  Officer  the  manufacturer’s 
prices  (to  the  Contractor)  for  the  supplies 
covered  by  this  contract  that  were  in  effect 
on  the  date  set  for  the  opening  of  the  bids 
(or  the  contract  date  if  this  is  a  negotiated 
contract  rather  than  one  entered  into  by 
means  of  formal  advertising) . 

§  9— 7.5907— 13  Price  escalation  article 
for  standard  aluminum  items. 

The  article  for  standard  steel  items. 
S  9-7.5007-11,  can  be  made  suitable  for 
use  In  contracts  covering  standard  alumi¬ 
num  items  by  deleting  the  last  sentence 
of  paragraph  (c)  of  the  article. 

§  9-7.5007-14  [Reserved] 

§  9—7.5007—15  Termination  article  for 
cost-pliis-a-fixed-fee  architect -engi¬ 
neer  contracts. 

See  5  9-8.751. 

§  9—7.5007—16  Termination  article  for 
lump-sum  architect-engineer  con¬ 
tracts. 

See  S  9-8.752. 

§  9—7.5007—17  Terifiinalion  article  for 
operating  contracts. 

See  §  9-8.753. 


part  9-8— termination  OF 

CONTRACTS 


Sec. 

»-8.000  Scope  and  applicability  of 


Subpart  9—6.2 — General  Principles  AppiiciU,  Ii 
tbe  Termination  for  Convenience  and  Seim, 
ment  of  Fixed-Price  Type  and  Cost-Reinbenoi 
ment  Type  Contracts 


9-6.201 

9-8.208-4 


9-8.208-8 

9-8.211-1 

9-8.211-2 

9-8.212-1 


General. 

Authorization  for  subcontnw 
settlements  without  approral 
or  ratification. 

Assignment  of  rights  under  sub¬ 
contracts. 

Settlement  review  boards. 

Required  review  and  approval 

Partial  paymente  upon  termina. 
tion. 


Subpart  9—8.3 — Additional  Principles  Applicable 
to  the  Settlement  of  Fixed-Price  Type  Contmcts 
Terminated  for  Convenience 

9-8.307-1  Submission  of  settlement  pro¬ 
posals. 

9-8.307-2  Bases  for  settlement  propoeaU. 

Subpart  9—8.4 — Additional  Principles  Applicobb 
to  the  Settlement  of  Cost-Reimbursement  Type 
Contracts  Terminated  for  Convenience 

9-8.404-1  Submission  of  settlement  pro- 
posal. 


Subparl  9—8.5 — Disposition  of  Termination 
Inventory 


9-8.501-2 

9-8.503-1 

9-8.504-1 

9-8.504-2 

9-8.505 

9-8.507 

9-8.507-1 

9-8.507-6 

9-8.507-60 

9-8.507-51 

9-8.508 

9-8.512 


General  restrictions  on  contnu- 
tor’s  authority. 

Submission  of  Inventory  sched¬ 
ules. 

General. 

Scrap  warranty. 

Screening  of  serviceable  and 
usable  property. 

Sale  or  other  disposition  of  i/a- 
mination  inventory. 

General. 

ApplicabUity  of  antitrust  lava 

Sales  without  competition. 

Extension  of  credit. 

Donations. 

Review  of  property  disposal. 


9-8.708-2 

9-8.750 

9-8.761 


9-8.752 


9-8.753 


Subpart  9—8.7 — Clauses 

Applicability. 

I  Reserved  ] 

Termination  article  tat  cost- 
plus-a-fixed-fee  architect-en¬ 
gineer  contracts. 

Termination  article  for  lump¬ 
sum  architect-engineer  con¬ 
tracts. 

Termination  article  for  operat¬ 
ing  contracts. 


Authoritt  :  The  provisions  of  this  Part  W 
issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  43 
U.S.C.  2201;  sec.  205  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  •• 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—8.000  Scope  and  applicability  fi 
part. 

(a)  This  part  Implements  and  supple¬ 
ments  the  policies,  procedures,  and  other 
requirements  of  PPR  Part  1-8. 

(b)  The  provisions  of  FPR  Part  1-* 
and  this  part  may  be  utilized  when  M* 
thorized  by  Managers  of  Field  Offlees 
or,  In  the  case  of  Headquarters  contrwti, 
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hv  the  appropriate  Division  Director,  in 
gccordance  with.  FPR  1— 8.000(d)  in  the 
atuations  enumerated  in  FPR  1-8.000  (d) 

(1)  and  (2). 

(c)  The  policies  and  requirements  of 
PPR  Part  1-8  and  this  part  shall  be  ap¬ 
plied  to  the  termination  and  settlement 
of  subcontracts  by  cost-type  contractors. 

Subpart  9-8.2 — General  Principles 
Applicable  to  the  Termination  for 
Convenience  and  Settlement  of 
Fixed-Price  Type  and  Cost-Reim¬ 
bursement  Type  Contracts 

§  9-8.201  General. 

(a)  Subject  to  the  requirements  of 
paragraph  (b)  of  this  section,  the  con¬ 
tracting  ofQcer  may  terminate  a  contract 
for  the  convenience  of  the  Government 
and  enter  into  a  settlement  agreement 
in  accordance  with  FPR  1-8.2.  Claims 
arising  out  of  a  partial  termination  of  a 
contract  should  be  processed  and  set¬ 
tled  in  the  same  manner  as  claims  aris¬ 
ing  out  of  a  complete  termination. 

(b)  The  General  Manager  shall  be 
notified  prior  to  taking  any  action  to 
terminate  (1)  contracts  for  the  opera¬ 
tion  of  Government-owned  facilities, 

(2)  any  prime  contract  or  subcontract 
in  excess  of  $10  million,  and  (3)  any 
contract  the  termination  of  which  is 
likely  to  provoke  unusual  interest. 

§9-8.208-4  Audiorization  for  subcon¬ 
tract  settlements  uitlioiit  approval  or 
ratification. 

The  power  to  authorize  a  contractor 
to  conclude  settlements  of  his  terminated 
subcontracts  without  approval  or  ratifi¬ 
cation  of  the  contracting  officer  when 
the  amount  of  settlement  Is  more  than 
$10,000,  but  not  more  than  $25,000,  shall 
be  exercised  by  contracting  officers  only 
with  the  approval  of  the  Managers  of 
Field  Offices  or,  in  the  case  of  Head¬ 
quarters  contracts,  the  appropriate  Divi- 
don  Director. 

§  9-8.208—8  Assignment  of  rights  under 
subcontracts. 

The  contracting  officer’s  deteimina- 
tlon  under  FPR  1-8.208-8  (b)  that  it  is 
in  the  best  Interest  of  the  Government 
to  settle  and  pay  direct  a  subcontractor’s 
termination  claim  is  subject  to  the  ap¬ 
proval  of  the  Manager  of  the  Field  Office 
or,  in  the  case  of  Headquarters  contracts, 
the  appropriate  Division  Director. 

§9-8.211—1  Settlement  review  bpards. 

FPR  l-8.211-2(b)  will  not  apply  to 
proposed  settlements  under  AEC  con¬ 
tracts.  The  review  of  all  proposed  settle¬ 
ments  under  circumstances  specified  in 
PPR  l-8.211-2(a)  will  be  by  Field  Office 
settlement  review  boards  established  by 
Managers  of  Field  Offices. 

§9-8.211—2  Required  review  and  ap¬ 
proval. 

(a)  Proiwsed  settlement  agreements 
or  determinations  in  excess  of  con¬ 
tractual  authority  of  Managers  of  Field 
Offices  will  be  transmitted  to  the  Direc¬ 
tor,  Division  of  Contracts,  for  review 
mid  approval. 


(b)  Contracting  officers  shall  not  con¬ 
clude  proposed  settlements  or  determi¬ 
nations  until  the  approvals  required  by 
FPR  1-8.211  and  this  section  have  been 
obtained. 

§  9—8.212—1  Partial  pajnienis  upon  ler- 
mination. 

Protection  of  the  Government’s  Inter¬ 
est  in  partial  payments,  by  means  other 
than  those  specified  in  FPR  1-8.212-1 
(d) ,  shall  be  subject  to  approval  of  the 
Manager  of  the  Field  Office  or,  in  the 
case  of  Headquarters  contracts,  the  ap¬ 
propriate  Division  Director. 

Subpart  9—8.3 — Additional  Principles 
Applicable  to  the  Settlement  of 
Fixed-Price  Type  Contracts  Termi¬ 
nated  for  Convenience 

§  9—8.307—1  Submission  of  sclllement^ 
proposals. 

Contracting  officers  shall  encourage 
contractors  to  use  the  suggested  forms 
set  forth  in  FPR  1-8.802,  1-8.803, 
and  1-8.804  in  the  submission  of  settle¬ 
ment  proposals,  inventory  schedules,  ac¬ 
counting  information,  and  applications 
for  partial  payments.  The  form  entitled 
“Schedule  of  Accoimting  Information’’ 
(FPR  1-8.804-1)  need  be  filed  only  once 
with  respect  to  any  termination.  When 
the  standard  forms  are  not  appropriate 
for  a  particular  contract.  Managers  of 
Field  Offices,  or,  in  the  case  of  Headquar¬ 
ters  contracts,  the  appropriate  Division 
Director  may  authorize  modifications 
thereof.  However,  the  certificate  shall 
be  substantially  as  set  forth  in  the  form. 

§  9-8.307—2  Bases  for  setllement  pro¬ 
posals. 

Termination  claims  shall  not  be  sub¬ 
mitted  on  any  basis  other  than  the  in¬ 
ventory  or  total  cost  basis  without  the 
prior  approval  of  the  Managers  of  Field 
Offices  or,  in  the  case  of  Headquarters 
contracts,  the  appropriate  Division 
Director, 

Subpart  9-8.4 — Additional  Principles 
Applicable  to  the  Settlement  of 
Cost-Reimbursement  Type  Con¬ 
tracts  Terminated  for  Convenience 

§  9-8.404—1  Submission  of  settlement 
proposal. 

Contracting  officers  should  encourage 
contractors  to  submit  settlement  pro¬ 
posals  in  the  form  set  forth  in  FTR 
1-8.802-4.  When  necessary.  Managers  of 
Field  Offices  or,  in  the  case  of  Head¬ 
quarters  contracts,  the  appropriate  Divi¬ 
sion  Director,  may  authorize  modifica¬ 
tion  of  this  form.  However,  the  certificate 
shall  be  substantially  as  set  forth  in  the 
form. 

Subpart  9—8.5 — Disposition  of  Termi¬ 
nation  Inventory 

§  9—8.501—2  General  resirielions  on  con¬ 
tractor’s  authority. 

Contracting  officers  may  authorize 
contractors  to  sell  termination  inventory 
to  AEC  and  other  employees  of  the  Fed¬ 
eral  Government  and  employees  of  AEC 
contractors  on  the  same  basis  afforded 


the  general  public,  provided  the  em¬ 
ployees  warrant  in  writing  that  they  have 
not: 

(a)  Participated  in  the  determination 
to  dispose  of  the  property; 

(b)  Participated  in  preparation  of  the 
property  for  sale; 

(c)  Participated  in  determining  the 
method  of  sale;  or 

(d)  Acquired  information  not  other¬ 
wise  available  to  the  general  public  re¬ 
garding  usage,  conditions,  quality,  or 
value  of  the  property.  The  required  war¬ 
ranty  signed  by  the  employee  concerned 
shall  be  obtained  prior  to  mt^ing  award. 

§  9— 8. .503—1  Submission  of  inventory 
schedules. 

Contracting  officers  should  encourage 
contractors  to  submit  Inventory  sched¬ 
ules  in  the  forms  set  forth  in  FTR 
1-8.803.  When  necessary.  Managers  of 
Field  Offices  or,  in  the  case  of  Head¬ 
quarters  contracts,  the  appropriate 
Division  Director,  may  authorize  modi¬ 
fication  of  these  forms.  However,  the 
certificate  shall  be  substantially  as  set 
forth  in  the  forms. 

§  9— 8.504-*'!  General. 

Scrap  determinations  shall  be  reviewed 
in  accordance  with  §  9-'8.512(a). 

§  9—8.504—2  Scrap  warranty. 

Release  from  liability  under  scrap 
warranties  shall  be  reviewed  in  accord¬ 
ance  with  §  9-8.512  (b) . 

§  9-8.505  Screening  of  serviceable  and 
usable  properly. 

(a)  When  the  contracting  officer  de¬ 
termines  that  application  of  AEC  circu¬ 
larization  requirements  would  result  In 
an  appreciable  increase  in  disposal  costs 
involving  retention  of  personnel  after  the 
contract  has  been  terminated,  rental  of 
storage  space,  or  other  factors,  arrange¬ 
ments  should  be  made  locally  with  GSA 
to  screen  inventory  schedules  on  an  ac¬ 
celerated  basis. 

(b)  Priority  In  the  acquisition  of 
serviceable  or  usable  property  Included  in 
contractor’s  inventory  shall  be  as 
follows: 

(1)  The  AEC  office  administering  the 
contract, 

(2)  Other  activities  of  the  AEC, 

(3)  Other  agencies  of  the  Govern¬ 
ment. 

§  9—8.507  Sale  or  other  dUpoi^ilion  of 
termination  inventory. 

§  9—8.507—1  General. 

(a)  Any  property  which  is  Included  in 
the  contractor’s  inventory  schedules, 
which  has  not  been  acquired  by  the  Gov¬ 
ernment  under  §  9-8.505  or  donated 
under  §  9-8.508,  may  be  acquired  by  the 
contractor  or  sold  by  the  contractor  to  a 
third  party,  at  any  time  after  notifica¬ 
tion  by  the  contracting  officer  that 
screening  has  been  accomplished  or  will 
not  be  required.  Generally,  any  such  ac¬ 
quisition  by  the  contractor  or  sale  to  a 
third  party  shall  be  on  a  competitive 
basis.  Any  acquisition  or  sale  shall  be  in 
accordance  with  applicable  laws  and 
regulations.  Any  such  acquisition  or  sale 
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shall  be  subject  to  the  approval  of  the 
contracting  officer,  as  part  of  or  prior  to 
the  final  settlement. 

§  9—8.507—5  Applicability  of  antitrust 
laws. 

Managers  of  Field  Offices  and  Head¬ 
quarters  officials  having  the  contracting 
responsibility  shall  furnish  two  copies  of 
the  notification  referred  to  in  PPR  1- 
8.507-5  to  the  Office  of  the  General 
Counsel  and  one  copy  to  the  Director, 
Division  of  Contracts. 

§  9—8.507—50  Sales  witltout  competition. 

(a)  Sales  or  acquisitions  by  the  con¬ 
tractor  without  competitive  bids  may  be 
authorized  by  the  contracting  officer  only 
in  exceptional  or  unusual  cases.  Subject 
to  the  terms  of  the  contract,  such  sales 
or  acquisitions  without  competitive  bids 
may  be  negotiated  at  prices  that  are  fair 
and  reasonable  and  not  less  than  the 
proceeds  that  could  reasonably  be  ex¬ 
pected  to  be  obtained  if  the  property 
were  offered  for  competitive  sale  at  that 
time. 

(b)  Any  sales  made  under  paragraph 
(a)  of  this  section  shall  be  reviewed  to 
the  extent  required  by  §  9-8.512. 

§  9—8.507—51  Exten.«ion  of  credit. 

Contractors  shall  not  be  required  to 
extend  credit  to  purchasers,  and  any 
sales  made  by  contractors  on  credit  shall 
be  at  their  own  risk. 

§  9—8.508  Donations. 

It  is  AEC  policy  to  utilize  the  estab¬ 
lished  donation  procedure  in  the  disposal 
of  termination  inventory. 

§  9—8.512  Review  of  property  disposal. 

The  following  property  disposal  ac¬ 
tions  shall  be  reviewed  by  AEC  employees 
designated  to  act  as  property  disposal 
reviewing  authorities: 

(a)  Determinations  that  termination 
inventory  is  scrap  or  salvage  (the  nature 
of  the  review  of  such  determinations 
shall  depend  uix>n  the  acquisition  cost 
and  location  of  the  property  involved 
and  such  other  considerations  as  the 
contracting  officer  determines  to  be 
pertinent) ; 

(b)  Release  from  liability  under  a 
scrap  warranty,  if  the  original  acquisi¬ 
tion  cost  of  the  material  is  $10,000  or 
more; 

(c)  Sales; 

(d)  Proposals  to  destroy,  abandon,  or 
donate  to  a  public  body;  and 

(e)  Such  other  actions  as  the  con¬ 
tracting  officer  deems  appropriate. 

Subpart  9—8.7 — Clauses 

§  9—8.708—2  Applicability. 

The  standard  clauses  set  forth  in  PPR 
1-8.701  through  1-8.710  are  applicable 
as  prescribed  in  PTR  1-8.700-2,  subject 
to  the  following: 

(a)  The  clause  set  forth  in  PPR 
1-8.702  is  not  required  to  be  used  in 
operating  contracts.  However,  all  operat¬ 
ing  contracts,  regardless  of  whether  they 
are  for  production  or  research  and  de¬ 
velopment,  should  contain  an  appropri¬ 
ate  termination  clause  approved  by 
counsel. 


(b)  Architect-engineer  contracts 
should  also  contain  an  appropriate  ter¬ 
mination  clause  approved  by  counsel. 

(c)  Cost  principles  referenced  in  the 
various  termination  articles  shall  be  in 
accordance  with  Part  9-15. 

§  9—8.750  [Reserved] 

§  9—8.751  Termination  article  for  cost- 
plus-a-fixed-fee  architect-engineer 
contracts. 

The  following  article  is  suggested  for 
use  in  cost-plus-a-fixed-fee  architect- 
engineer  contracts: 

Termination — (a)  Notice  of  termination 
for  default  or  convenience.  The  Contracting 
Officer  may  at  any  time  terminate  perform¬ 
ance  of  the  work  under  this  contract  in 
whole  or  from  time  to  time  In  part  for  the 
default  of  the  contractor  or  for  the  con¬ 
venience  of  the  Government  by  written 
notice  to  the  contractor  stating  the  ground 
for  termination.  Such  termination  shall  be 
effective  in  the  manner  and  upon  the  date 
specified  In  said  notice  and  shall  be  without 
prejudice  to  any  claims  which  the  Govern¬ 
ment  may  have  against  the  contractor.  Upon 
receipt  of  such  notice  and  except  as  other¬ 
wise  directed  by  the  Contracting  Officer,  the 
contractor  shall: 

(1)  Stop  work  under  the  contract  on  the 
date  and  to  the  extent  specified  In  the  notice 
of  termination: 

(2)  Place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  facilities, 
except  as  may  be  necessary  for  completion 
of  such  portion  of  the  work  under  the  con¬ 
tract  as  is  not  terminated;  and 

(3)  Terminate  all  orders  and  subcontracts 
to  the  extent  they  relate  to  the  performance 
of  work  terminated  by  the  notice  of 
termination. 

•  (b)  Termination  for  default.  (1)  If  the 
contractor  refuses  or  falls  to  prosecute  the 
work,  or  any  separable  part  thereof,  with 
such  diligence  as  will  Insure  its  completion 
within  the  time  specified  in  this  contract, 
or  any  extension  thereof,  or  falls  to  complete 
said  work  within  such  time,  or  if  the  con¬ 
tractor  falls  to  perform  any  of  the  other 
provisions  of  this  contract,  the  Contracting 
Officer  may  terminate  for  default  the  con¬ 
tractor’s  right  to  proceed  with  the  work  or 
such  part  of  the  work  as  to  which  there  has 
been  delay:  Provided,  That  the  performance 
of  the  work  shall  not  be  terminated  for  de¬ 
fault  because  of  any  delays  in  the  completion 
of  work  due  to  unforeseeable  causes  beyond 
the  control  and  without  the  fault  or  negli¬ 
gence  of  the  contractor.  Including,  but  not 
restricted  to,  acts  of  God,  or  the  public 
enemy,  acts  of  the  Government  In  either  Its 
sovereign  or  contractual  capacity,  acts  of 
another  contractor  In  the  performance  of  a 
contract  with  the  Government,  fires,  fioods, 
epidemics,  quarantine  restrictions,  strikes, 
freight  embargoes,  and  unusually  severe 
weather  or  delays  of  subcontractors  or  sup¬ 
pliers  arising  from  unforeseeable  causes  be¬ 
yond  the  control  and  without  the  fault  or 
negligence  of  both  the  contractor  and  sub¬ 
contractors  or  suppliers,  and  If  the  contractor 
within  ten  (10)  days  from  the  beginning  of 
any  such  delay  (unless  the  Contracting  Offi¬ 
cer  grants  a  further  period  of  time  prior  to 
the  date  of  final  settlement  of  the  contract) 
notifies  the  Contracting  Officer  In  writing,  of 
the  causes  of  delay.  The  Contracting  Officer 
shall  ascertain  the  facts  and  the  extent  of 
the  delay  and  extend  the  time  for  completing 
the  work  when  In  his  judgment  the  findings 
of  fact  justify  such  an  extension,  and  his 
findings  of  fact  thereon  shall  be  final  and 
conclusive  on  the  parties  hereto,  subject  only 
to  appeal  by  the  contractor  to  the  Commis¬ 
sion  In  accordance  with  Article _ hereof 

entitled  "Disputes.'* 


(2)  If,  after  notice  of  termination  of  this 
contract  for  default  under  (1)  above,  it  u 
determined  for  any  reason  that  the  contrac¬ 
tor  was  not  In  default  pursuant  to  (i),  or 
that  the  contractor’s  failure  to  perform  or 
to  make  progress  In  performance  Is  due  to 
causes  beyond  the  control  and  without  the 
fault  or  negligence  of  the  contractor  pursu¬ 
ant  to  the  provisions  of  this  clause  relating 
to  excusable  delays,  the  notice  of  termination 
shall  be  deemed  to  have  been  Issued  for 
the  convenience  of  the  Government  under 
this  clause,  and  the  rights  and  obligations 
of  the  parties  hereto  shall  In  such  event  be 
governed  accordingly. 

(c)  Liability  for  costs  on  default.  If  per¬ 
formance  of  the  work  under  this  contract  Is 
terminated  for  the  default  of  the  contractor, 
the  Government  may  complete  or  employ  any 
other  person  or  persons  to  complete  the  work, 
and  the  contractor  shall  be  liable  to  the  Gov-^ 
ernment  for  increased  costs  occasioned  the 
Government  by  the  default. 

(d)  Terms  of  settlement.  Upon  the  termi¬ 
nation  of  performance  of  work  under  this 
contract,  full  and  complete  settlement  of  all 
claims  of  the  contractor  with  respect  to  the 
terminated  work  shall  be  made  as  follows: 

(1)  Assumption  of  contractor’s  obliga¬ 
tions.  ’The  Government  shall  have  the  right 
in  its  discretion  to  assume  all  obligations, 
commitments,  and  claims  that  the  contractor 
may  have  theretofore  In  good  faith  under¬ 
taken  or  Incurred  In  connection  with  the 
terminated  work,  the  cost  of  which  would  be 
allowable  in  accordance  with  the  provisions 
of  this  contract:  and  the  contractor  shall,  as 
a  condition  of  receiving  the  payments  men¬ 
tioned  In  this  article,  execute  and  deliver  all 
such  papers  and  take  all  such  steps  as  the 
Contracting  Officer  may  require  for  the  pur¬ 
pose  of  fully  vesting  in  the  Government  all 
the  rights  and  benefits  of  the  contractor, 
related  to  such  obligations,  commitments, 
and  claims. 

(2)  Payment  for  allowable  costs.  The  Gov¬ 

ernment  shall  treat  as  allowable  costs  all 
expenditures  made  In  accordance  with  Arti¬ 
cle  _ hereof  entitled  “Allowance  costs 

and  fixed  fee’’  not  previously  so  allowed  or 
otherwise  credited. 

(3)  Payment  for  termination  expense.  If 
performance  of  work  under  the  contract  Is 
terminated  for  the  convenience  of  the  Gov» 
ernment,  the  Government  shall  reimburse 
the  contractor  for  such  further  expenditures 
made  after  the  date  of  termination  for  the 
protection  of  Government  property  and  for 
such  legal  and  accounting  services  In  connec¬ 
tion  with  settlement  as  are  required  or  ap¬ 
proved  by  the  Contracting  Officer. 

(4)  Payments  on  account  of  fixed  fee.  If 
performance  of  work  under  the  contract  Is 
terminated  for  the  convenience  of  the  Gov¬ 
ernment,  the  contractor  shall  be  paid  that 
portion  of  the  fixed  fee  which  the  work 
actually  completed  so  determined  by  the 
Contracting  Officer,  bears  to  the  entire  work 
under  this  contract  less  payments  previously 
made  on  account  of  the  fee.  If  performance 
of  the  work  under  the  contract  Is  terminated 
for  the  default  of  tfte  contractor,  no  further 
payment  on  account  of  the  fixed  fee  shall 
accrue. 

(5)  Computation  of  amount  due.  In  arriv¬ 
ing  at  the  amount.  If  any,  due  the  contractor 
under  this  clause,  there  shall  be  deducted 
from  what  would  otherwise  be  due  (1)  all 
unliquidated  advances  and  all  other  un¬ 
liquidated  payments  on  account  theretofore 
made  to  the  contractor,  (11)  any  claims  of  the 
Government  against  the  contractor  in  con¬ 
nection  with  this  contract,  and  (111)  all 
deductions  due  under  the  terms  of  this 
contract  and  not  otherwise  recovered  by  or 
credited  to  the  Government. 

(6)  Disposition  of  advances.  Upon  termi¬ 
nation  of  the  work  under  this  contract,  any 
advance  under  this  contract  shall  be  handled 

as  required  by  Article _ _  “Payments  and 

Advances.” 
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(7)  Property  accounting  and  release.  The 
contractor  shall  furnish  the  accounting  for 
Government-owned  property  required  by  the 
clause  entitled  “Property”  and  the  assign¬ 
ment,  closing  financial  statement,  and  release 
required  by  the  clause  entitled  “Payments 
and  Advances.” 

(e)  Rights  and  remedies  of  the  Govern¬ 
ment.  The  rights  and  remedies  of  the  Govern¬ 
ment  provided  in  this  clause  are  in  addition 
to  any  other  rights  and  remedies  provided 
by  law  or  under  this  contract. 

Note:  Paragraph  (d)(7)  as  set  forth  above 
should  be  used  In  contracts  where  funds  are 
advanced  by  the  AEC.  For  contracts  where 
funds  are  not  advanced,  delete  the  require¬ 
ments  for  a  closing  financial  statement  and 
change  the  article  reference  from  “Payments 
and  Advances”  to  “Payments”  and  omit 
paragraph  (d)(6)  as  set  forth  above. 

§  9-8.752  Termination  article  for  lump¬ 
sum  architect-engineer  contracts. 

The  following  article  is  suggested  for 
use  in  lump-siun  architect-engineer 
contracts: 

Termination — (a)  Notice  of  termination 
for  default  or  convenience.  The  Contracting 
Officer  may  at  any  time  terminate  perform¬ 
ance  of  the  work  under  this  contract  In  whole 
or  from  time  to  time  in  part  for  the  de¬ 
fault  of  the  contractor  or  for  the  convenience 
of  the  Government  by  written  notice  to  the 
contractor  stating  the  ground  for  termina¬ 
tion.  Such  termination  shall  be  effective  in 
the  manner  and  upon  the  date  specified  In 
said  notice  and  shall  be  without  prejudice  to 
any  claims  which  the  Government  may  have 
against  the  contractor.  Upon  receipt  of  such 
notice  and  except  as  otherwise  directed  by 
the  contracting  officer,  the  contractor  shall: 

(1)  Stop  work  \mder  the  contract  on  the 
date  and  to  the  extent  specified  in  the  notice 
of  termination. 

(2)  Place  no  further  orders  or  subcontracts 
for  materials,  services  or  facilities,  except  as 
may  be  necessary  for  completion  of  such 
porUon  of  the  work  under  the  contract  as  is 
not  terminated;  and 

(3)  Terminate  all  orders  and  subcontracts 
to  the  extent  they  relate  to  the  performance 
of  work  terminated  by  the  notice  of  ter¬ 
mination. 

(b)  Termination  for  default.  (1)  If  the 
contractor  refuses  or  falls  to 'prosecute  the 
work,  or  any  separable  part  thereof,  with 
luch  diligence  as  will  Insure  Its  completion 
within  the  time  specified  in  this  contract, 
or  any  extension  thereof,  or  falls  to  com¬ 
plete  said  work  within  such  time,  or  If  the 
contractor  falls  to  i>erform  any  of  the  other 
provisions  of  this  contract,  the  Contracting 
Officer  may  terminate  for  default  the  con¬ 
tractor’s  right  to  proceed  with  the  work  or 
such  part  of  the  work  as  to  which  there 
has  bron  delay:  Provided,  That  the  perform¬ 
ance  of  the  work  shall  not  be  terminated  for 
default  because  of  any  delays  In  the  comple¬ 
tion  of  work  due  to  unforeseeable  causes 
beyond  the  control  and  without  the'  fault 
or  negligence  of  the  contractor.  Including, 
but  not  restricted  to,  acts  of  God,  or  of  the 
public  enemy,  acts  of  the  Government  in 
either  Its  soverlgn  or  contractual  capacity, 
acts  of  another  contractor  In  the  perform¬ 
ance  of  a  contract  with  the  Government, 
fires,  floods,  epidemics,  quarantine  restric¬ 
tions,  strikes,  freight  embargoes,  and 
unusually  severe  weather,  or  delays  of  sub¬ 
contractors  or  suppliers  arising  from  unfore¬ 
seeable  causes  beyond  the  control  and  with¬ 
out  the  fault  or  negligence  of  both  the 
contractor  and  subcontractors  or  suppliers, 
and  If  the  contractor  within  ten  (10)  days 
from  the  beginning  of  any  such  delay  (unless 
the  Contracting  Officer  grants  a  further 
period  of  time  prior  to  the  date  of  final 
settlement  of  the  contract)  notifies  the  Oon- 
tractlng  Officer  in  writing  of  the  causes  of 


delay.  The  Contracting  Officer  shall  ascer¬ 
tain  the  facts  and  the  extent  of  delay  and 
extend  the  time  for  completing  the  work 
when  in  his  Judgment  the  findings  of  fact 
Justify  such  an  extension,  and  his  findings 
of  fact  thereon  shall  be  final  and  conclusive 
on  the  parties  hereto,  subject  only  to  appeal 
by  the  contractor  to  the  Commission  In  ac-. 

cordance  with  Article _ hereof  entitled 

‘Disputes.’ 

(2)  If,  after  notice  of  termination  of  this 
contract  for  default  under  (1)  above.  It  Is 
determined  for  any  reason  that  the  con¬ 
tractor  was  not  In  default  pursuant  to  (1), 
or  that  the  contractor’s  failure  to  perform 
or  to  make  progress  In  performance  Is  due 
to  causes  beyond  the  control  and  without 
the  fault  or  negligence  of  the  contractor 
pursuant  to  the  provisions  of  this  clause 
relating  to  excusable  delays,  the  notice  of 
termination  shall  be  deemed  to  have  been 
Issued  for  the  convenience  of  the  Govern¬ 
ment  under  this  clause,  and  the  rights  and 
obligations  of  the  parties  hereto  shall  In 
such  event  be  governed  accordingly. 

(c)  Liability  for  excess  costs  on  default. 

If  performance  of  the  work  under  the  con¬ 
tract  Is  terminated  for  the  default  of  the 
contractor,  the  Government  may  complete  or 
employ  any  other  person  or  persons  to  com¬ 
plete  the  work,  and  the  contractor  shall  be 
liable  to  the  Government  for  any  excess  cost 
occasioned  the  Government  thereby. 

(d)  Termination  and  settlement '  for  the 
convenience  of  the  Government.  If  perform¬ 
ance  of  work  Is  terminated  for  the  conven¬ 
ience  of  the  Government,  an  equitable  down¬ 
ward  adjustment  In  the  contract  price  re¬ 
sulting  In  a  revised  price  that  compensates 
the  contractor  fairly  under  all  the  circum¬ 
stances  for  work  performed  imder  the  con¬ 
tract  (except  sevices  and  materials,  the  cost 
of  which  are,  and  shall  continue  to  be,  reim¬ 
bursable  under  the  article  of  this  contract 
entitled  “Payment”)  shall  be  established  In 
accordance  with  the  agreement  of  the  parties. 
Failure  to  agree  on  such  equitable  adjust¬ 
ment  and  revised  price  under  this  clause 
shall  be  deemed  to  be  a  dispute  within  the 

meaning  of  Article  _  hereof  entitled 

“Disputes.”  The  contractor  shall  make  sim¬ 
ilar  provisions  covering  termination  for  con¬ 
venience  with  respect  to  all  subcontracts  and 
purchase  orders. 

(e)  Other  remedies.  The  rights  and  rem¬ 
edies  of  the  Government  provided  In  this 
article  shall  not  be  exclusive  and  are  In 
addition  to  any  other  rights  and  remedies 
provided  by  law  or  under  this  contract. 

§  9—8.753  Termination  article  for  op¬ 
erating  contracts. 

The  following  article  is  suggested  for 
use  in  operating  contracts: 

(a)  This  contract  shall  continue  until 

_  unless  sooner  terminated  in 

accordance  with  the  provisions  which  follow: 

(1)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Commis¬ 
sion  In  whole,  or  from  time  to  time  In  part, 
(1)  whenever  the  contractor  shall  default 
In  performance,  and  shall  fall  to  cure  the 
fault  or  failure  wfithln  such  period  as  the 
Commission  may  allow  after  receipt  from 
the  Commission  of  a  notice  specifying  the 
fault  or  failure,  or  (11)  whenever  for  any 
reason  the  Commission  shall  determine  any 
such  termination  is  for  the  best  Interest 
of  the  Government.  Termination  of  the 
work  hereunder  shall  be  effected  by  delivery 
of  a  notice  of  termination  specifying 
whether  termination  Is  for  default  of  the 
contractor  or  for  the  convenience  of  the 
Government,  the  extent  to  which  perform¬ 
ance  of  work  under  the  contract  shall  be 
terminated,  and  the  date  upon  which  such 
termination  shall  become  effective.  Any  such 
termination  shall  be  without  prejudice  to 
any  claim  which  either  party  may  have 


against  the  other.  If,  after  notice  of  termi¬ 
nation  under  the  provisions  of  paragraph 
(a)(l)(l)  above.  It  is  determined  for  any 
reason  that  the  contractor  was  not  in  de¬ 
fault,  such  notice  of  default  shall  be  deemed 
to  have  heen  Issued  pursuant  to  paragraph 
(a)  (1)  (11)  above,  and  the  rights  and  obliga¬ 
tions  of  the  parties  hereto  shall  In  such 
event  be  governed  accordingly. 

(2)  Upon  receipt  of  notice  of  termination. 

In  accordance  with  paragraph  (1)  above,  the 
contractor  shall,  to  the  extent  directed  In 
writing  by  the  Commission,  discontinue  the 
terminated  work  and  the  placing  of  orders 
for  materials,  facilities,  supplies,  and  serv¬ 
ices  In  connection  therewith,  and  shall  pro¬ 
ceed,  If,  and  to  the  extent  required  by  the 
Commission,  to  cancel  promptly,  and  settle 
with  the  approval  of  the  Commission,  exist¬ 
ing  orders,  subcontracts,  and  commitments 
Insofar  as  such  orders,  subcontracts,  and 
commitments  pertain  to  this  contract. 

(b)  Upon  the  termination  of  this  contract, 
full  and  complete  settlement  of  all  claims  of 
the  contractor  and  of  the  Commission  aris¬ 
ing  out  of  this  contract  shall  be  made  as 
follows : 

(1)  The  Government  shall  have  the  right 
In  Its  discretion  to  assume  sole  responsibility 
for  any  or  all  obligations,  commitments,  and 
claims  that  the  contractor  may  have  under¬ 
taken  or  Incurred,  the  cost  of  which  are  al¬ 
lowable  In  Eiccordance  with  the  provisions  of 
this  contract;  and  the  contractor  shall,  as  a 
condition  of  receiving  the  payments  men¬ 
tioned  In  this  article,  execute  and  deliver  all 
such  papers  and  take  all  such  steps  as  the 
Commission  may  require  for  the  purpose  of 
fully  vesting  In  the  Government  any  rights 
and  benefits  the  contractor  may  have  under 
or  In  connection  with  such  obligations,  com¬ 
mitments,  or  claims. 

(2)  The  Government  shall  treat  as  allow¬ 
able  costs  all  expenditures  made  In  accord¬ 
ance  with  and  allowable  under  the  article 
entitled  “Allowable  Costs  and  Fixed  Fee,”  not 
previously  so  allowed  or  otherwise  credited 
for  work  performed  prior  to  the  effective  date 
of  termination,  together  with  expenditures  as 
may  be  Incurred  for  a  reasonable  time  there¬ 
after  with  the  approval  of,  or  as  directed  by, 
the  Contracting  Officer. 

(3)  The  Government  shall  treat  as  allow¬ 
able  costs,  to  the  extent  not  Included  In 
(b)  (2)  above,  the  costs  of  settling  and  paying 
claims  arising  out  of  the  termination  of  work 
vmder  orders,  subcontracts,  and  commit¬ 
ments  as  provided  In  paragraph  (a)(2)  above. 

(4)  The  Government  shall  treat  as  allow¬ 
able  costs  the  reasonable  costs  of  settlement, 
including  accounting,  legal,  clerical,  and 
other  expenses  reasonably  necessary  for  the 
preparation  of  settlement  claims  and  sup¬ 
porting  data  with  respect  to  the  termination 
of  the  contract  and  for  the  termination  and 
settlement  of  orders  and  subcontracts  there¬ 
under,  together  with  such  further  expendi¬ 
tures  made  by  the  contractor  after  the  date 
of  termination  for  the  protection  or  dispo¬ 
sition  of  Government  property  as  are  ap¬ 
proved  or  required  by  the  Commission;  Pro¬ 
vided,  however.  That  If  the  termination  Is  for 
default  of  the  contractor,  there  shall  not  be 
Included  any  amount  for  preparation  of  the 
contractor’s  settlement  proposal. 

(6)  If  performance  of  work  under  this 
contract  Is  terminated  in  whole  by  the  Gov¬ 
ernment,  the  fixed  fee  of  the  contractor  shall 
be  prorated  to  and  Including  the  effective 
date  of  such  termination.  In  addition.  If  the 
termination  is  for  the  convenience  of  the 
Government,  the  contractor  shall  be  paid  a 
fixed  fee  In  an  amount  to  be  agreed  upon  as 
compensation  for  Its  services  In  closing  out 
the  work  imder  this  contract  after  the  effec¬ 
tive  date  of  such  termination. 

The  additional  fixed  fee  Is  to  be  negotiated 
as  soon  as  practicable  after  service  of  notice 
of  termination,  shall  take  Into  account  the 
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estimate  of  the  cost  of  the  services  and 
managerial  effort  to  be  rendered  under  this 
article  after  the  effective  date  of  termination, 
and  shall  be  provided  for  In  a  supplement  or 
amendment  to  this  contract  prior  to  final 
settlement  hereunder.  Pending  agreement  as 
to  the  amount  of  such  fee,  the  contractor 
shall  diligently  proceed  with  the  performance 
of  the  services  required  under  this  article.  No 
additional  fee  will  be  paid  If  the  contract  Is 
terminated  due  to  the  default  of  the  con¬ 
tractor.  In  the  event  of  a  partial  termination 
by  the  Oovermnent,  an  equitable  adjustment 
shall  be  made  In  the  fixed  fee  If  such  termi¬ 
nation  results  In  a  material  decrease  In  the 
level  of  the  contractor’s  management  effort. 
Any  falliire  to  agree  on  the  right  to  or  the 
amount  of  any  adjustment  shall  be  deemed 
a  dispute  within  the  purview  of  the  article 
hereof  entitled  “Disputes.” 

(6)  The  obligation  of  the  Govermnent  to 
make  any  of  the  payments  required  by  this 
article  or  any  other  provisions  of  this  con¬ 
tract  shall  be  subject  to  any  unsettled  claims 
In  connection  with  this  contract  which  the 
Government  may  have  against  the  contractor, 
(c)  Prior  to  finad  settlement,  the  contrac¬ 
tor  shall  furnish  a  release  as  required  In  the 
article  entitled  "Payments  and  Advances” 
hereof  and  such  accounting  for  Government- 
owned  property  as  may  be  required  by  the 
Ckmunlssion;  Provided,  however.  That  unless 
the  Ooirunlsslon  requires  an  Inventory,  the 
maintenance  and  disposition  of  records  of 
Govenunent-owned  property  In  accordance 
with  the  article  entitled  "Accounts,  Records 
and  Inspection”  hereof  shall  be  accepted  by 
the  Commission  as  full  compliance  with  all 
requirements  of  this  contract  pertaining  to 
an  accounting  for  such  property. 


PART  9-9— PATENTS  AND 
COPYRIGHTS 

Subpatl  9-9.50 — Patents,  Inventions,  Technical 
Data 

Sec. 

9-9.5000  Patents,  Inventions,  technical 
data  and  copyrights. 

9-9.5001  Purpose  and  scope  of  subpart. 

9-9.5002  Bights  in  Inventions,  technical 
data,  and  copyrights  under 
contracts. 

9-9.5003  TyP®  A  ptatent  provisions. 

9-9.5004  Typje  B  patent  provisions. 

9-9.5005  Type  C  patent  provisions. 

9-9.5005-1  Administrative  allocxitlon  of 
patent  rights. 

9-9.5006  Bight  to  file  United  States  and 
foreign  patent  applications. 

9-9.5007  IBeserved] 

9-9.6008  Background  patent  rights  and 
background  technical  data. 

9-9.5008-1  Introduction  and  definitions. 

9-9.5008-2  Contracts  In  which  "background 
patents”  provisions  are  deemed 
appropriate. 

9-9.5008-3  The  need  for  the  "background 
patents”  rights. 

9-9.5008-4  The  scope  of  the  "background 
patents”  rights. 

9-9.5008-5  The  consideration  for  "back- 
g^und  patents”  rights. 

9-9.5008-6  Types  of  suggested  background 
patents  provisions. 

9-0.5008-7  Background  technical  data. 

9-9.5009  Patent  Lndenrnlfidatlon  of  Gov¬ 
ernment  by  contractor. 

9-9.5010  Contractor  held  harmless  by 
Government. 

9-9.5011  Beportlng  of  royalties. 

0-9.5012  Classified  contracts. 

9-0.5013  Foreign  patent  rights. 

0-6.5014  Procedure  In  administration  of 
patent  provisions. 

9-9.5015  Acquisition  of  patent  rights. 


Sec. 

9-9.5016  Claims  for  patent  Infringement. 

9-9.5017  Claims  under  the  Atomic  Energy 

Acte  of  1946  and  1954. 

9-9.5018  Definitions. 

9-9.5019  Bights  In  Inventions  and  techni¬ 
cal  data  In  AEC-supported 
contractor  independent  re¬ 
search  and  development 
projects. 

Subparl  9— 9.51— —Copyrights 

9-9.5100  Copyrights. 

9-0.5101  Purpose  and  scope  of  subpart. 
9-9.5102  AEC  use  of  copyrighted  material. 

9-9.5103  Bights  In  copyrightable  material 

under  contracts. 

9-9.5104  Copyright  Indemnification  of 
Government. 

9-9.5105  Government  authorization  and 
consent. 

9-9.5106  Copyrights  In  motion  pictures. 

Authoritt:  The  provisions  of  this  Part 
9-9  issued  under  sec.  161  of  the  Atomic  En¬ 
ergy  Act  of  1954,  as  amended,  68  Stat.  948, 

42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

Subpart  9—9.50 — Patents,  Inventions, 
Technical  Data 

§  9— 9. .'5000  Patents,  inventions,  techni¬ 
cal  data,  and  copyrights. 

§  9—9.5001  Purpose  and  scope  of  sub- 
part. 

(a)  This  subpart  sets  forth  the  poli¬ 
cies  and  practices  of  the  AEC  In  connec¬ 
tion  with  patents  and  related  matters 
based  on  the  Atomic  Energy  Act  of  1954, 
as  amended,  and  the  Presidential  State¬ 
ment  on  Government  patent  policy  of 
October  10,  1963,  and  prescribes  contract 
articles  for  the  purpose  of  protecting  the 
Government’s  interest  by  securing  to  the 
Government  (1)  patent  rights  in  re¬ 
search  and  development  contracts, 
operating  and  service  contracts,  archi¬ 
tect-engineer  contracts,  special  contracts 
and  subcontracts  and  purchase  orders 
thereunder,  and  (2)  protection  against 
patent  risks  in  architect-engineer,  con¬ 
struction,  and  supply  contracts  and 
purchase  orders. 

(b)  The  provisions  of  this  subpart 
shall  be  followed  in  authorizing  (1)  the 
use  of  patent  provisions  in  cost-type  con¬ 
tractor  procurement,  and  (2)  deviations 
from  the  flowdown  requirements  of  pat¬ 
ent  provisions  in  AEC  and  cost-type  con¬ 
tractor  contracts.  The  provisions  of 
55  9-9.5008-7  and  9-9.5011  also  shall  be 
aprplied  to  cost-type  contractor  procure¬ 
ment.  The  allocation  of  greater  patent 
rights  imder  5  9-9.5005-1,  the  determi¬ 
nations  of  need  for  background  patent 
rights  under  5  9-9.5008-3,  and  the  use  of 
the  hold-harmless  article  in  5  9-9.5010 
shall  be  made  by  Managers  of  Field 
Offices. 

§  9—9.5002  RightR  in  inventions,  techni¬ 
cal  data,  and  copyrights  under 
contracts. 

(a)  The  current  practice  of  the  AEC  as 
to  provisions  relating  to  inventions  or 
discoveries,  technical  data  and  copyrights 
to  be  inserted  in  contracts,  subcontracts, 
purchase  orders,  and  other  arrange¬ 
ments  entered  into  with  or  for  the  benefit 


of  the  Commission  is  determined  brl,  i 
marilyby:  '  '  ' 

(1)  The  character  of  the  work  to  be 
performed  imder  the  contract:  such  as 
research  or  development;  routine  devel¬ 
opment:  construction;  supply;  quantity 
production;  and 

(2)  The  industrial  and  patent  posi¬ 
tion  of  the  contractor  in  the  field  of  work 
of  the  contract. 

Where  provisions  relating  to  inventions 
are  appropriate,  a  provision  concerning 
waiver  of  claims  for  pecuniary  awards  or 
just  compensation  under  the  Atomic  En¬ 
ergy  Act  of  1954,  as  amended,  shall  be 
included.  A  similar  provision  shall  be  in¬ 
cluded  in  employee  agreements.  No  pro¬ 
vision  pertaining  to  inventions  need  be 
used  where  ordinary  commercial  mate¬ 
rials  or  equipment  are  to  be  furnished 
“off  the  shelf”  or  in  ordinary  construc¬ 
tion  contracts  not  involving  special  build¬ 
ings  or  equipment.  In  such  instances, 
however,  an  indemnity  provision  as  set 
forth  in  §  9-9.5009  in  favor  of  the  Gov¬ 
ernment  shall  be  obtained. 

(b)  Any  question  as  to  modification, 
interpretation,  or  application  of  the  ap¬ 
propriate  patent,  inventions,  technical 
data  and  copyright  provisions  shall  be 
referred  to  the  local  AEC  counsel  for  ac¬ 
tion  in  collaboration  with  the  local  Patent 
Group,  or  where  no  local  Patent  Group 
exists,  with  the  Assistant  General  Coun¬ 
sel  for  Patents. 

§  9—9.5003  Tjpe  A  patent  provigions. 

The  following  patent  article  shall  be 
used  where  the  principal  purpose  of  the 
contract  is: 

(a)  To  conduct  research  or  develw- 
ment  work  in  the  field  of  atomic  energy 
at  AEC  expense;  or 

(b)  For  the.  operation  of  a  Govern¬ 
ment-owned  atomic  energy  research  or 
production  facility:  or 

(c)  To  conduct  research  or  develop¬ 
ment  for  AEC  where  a  major  part  of  the 
equipment  employed  in  the  research  and 
development  is  furnished  at  Govern¬ 
ment  expense. 

Type  A  Patent  Provisions 

(a)  Whenever  any  Invention  or  discovery 
Is  made  or  conceived  by  the  contractor  or  lt» 
employees  in  the  course  of  or  under  this 
contract,  the  contractor  shall  promptly  fur¬ 
nish  the  Oommiseion  with  complete  infor¬ 
mation  thereon:  and  the  Commission  shall 
have  the  sole  power  to  determine  whether  or 
not  and  where  a  patent  application  shall  be 
filed,  and  to  determine  the  dlfeposltlon  of  the 
title  to  and  rights  In  and  to  any  invention 
or  discovery  and  any  patent  application  or 
patent  that  may  result.  The  Judgment  of  the 
Oommiseion  on  these  matters  shall  be  ac¬ 
cepted  as  final;  and  the  Contractor,  for  Itself 
and  for  its  employees,  agrees  that  the  in¬ 
ventor  or  inventors  will  execute  all  docu¬ 
ments  and  do  all  things  necessary  or  proper 
to  carry  out  the  Judgment  of  the 
Commission. 

(b)  No  claim  for  pecuniary  award  or 
oompenbation  under  the  provisions  of  the 
Atomic  Energy  Act  of  1954,  as  amended,  shall 
be  asserted  by  the  contractor  or  its  employees 
with  respect  to  any  invention  or  discovery 
made  or  conceived  in  the  course  of  or  under 
this  contract. 

(c)  Except  as  otherwise  authorized  in 
writing  by  the  Commission,  the  contractor 
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^  obtain  patent  agreements  to  effectuate 
tbe  purposes  of  paragraphs  (a)  and  (b)  oi 
^>,1,  grticle  from  all  persons  who  perform  any 
-grt  of  the  work  under  this  contract,  except 
Juch  clerical  and  manual  labor  personnel  as 
will  not  have  access  to  technical  data. 

(d)  Except  as  otherwise  authorized  in 
writing  by  the  Oommlsslon,  the  contractor 
will  Insert  In  all  subcontracts  provisions 
^.iriny  this  article  applicable  to  the  sub¬ 
contractor  and  its  employees.! 

(e)  It  is  recognized  that  diuring  the  course 
of  the  work  under  this  contract,  the  oon- 
tnctor  or  its  employees  may  from  time  to 
time  desire  to  publish,  within  the  limits  of 
security  reqtiirements,  information  regard¬ 
ing  sdentiric  'or  technical  developments 
made  or  conceived  in  the  course  of  or  under 
tbit  contract.  In  order  that  public  dis¬ 
closure  of  such  information  will  not  adversely 
affect  the  patent  interests  of  the  Commission 
or  the  contractor,  patent  approval  for  release 
and  publication  shall  be  seemed  from  the 
Commission  prior  to  any  such  release  or 
publication.! 

(f)  With  respect  to  any  U.S.  Patent  Ap¬ 
plication  filed  by  the  Contractor  on  any  con¬ 
tract  invention  or  discovery  made  or 
conceived  in  the  comse  of  the  contract,  the 
Contractor  will  incorporate  in  the  first  para¬ 
graph  of  the  U.S.  Patent  Application  the 
following  statement: 

"The  invention  described  herein  was  made 
In  the  course  of,  or  under,  a  contract  (if 
desired,  may  substitute  contract  with  iden¬ 
tifying  number)  with  the  U.S.  Atomic  En¬ 
ergy  Commission.” 

§  9-9.5004  Type  B  patent  provisions. 

The  following  patent  article  shall  be 
used  where  the  criteria  set  forth  in 
{9-9.5003  are  inapplicable  and  where: 

(a)  A  principal  purpose  of  the  contract 
is  to  create,  develop  or  improve  products, 
processes,  or  methods  which  are  intended 
for  commercial  use  (or  which  are  other¬ 
wise  intended  to  be  made  available  for 
use)  by  the  general  public  at  home  or 
abroad,  or  which  will  be  required  for 
such  use  by  governmental  regulations;  or 

(b)  A  principal  purpose  of  the  contract 
is  for  exploration  into  fields  which  di¬ 
rectly  concern  the  public  health  or  public 
welfare:  or 

(c)  The  contract  is  in  a  field  of  science 
or  technology  in  which  there  has  been 
little  significant  experience  outside  of 
work  funded  by  the  Government,  or 
where  the  Government  has  been  the  prin¬ 
cipal  developer  of  the  field,  and  the  ac¬ 
quisition  of  exclusive  rights  at  the  time 
of  contracting  might  confer  on  the  con¬ 
tractor  a  preferred  or  dominant  position; 
or 

(d)  The  services  of  the  contractor  are: 

(1)  For  the  operation  of  a  Govern¬ 
ment-owned,  nonatomic  energy  research 
or  production  facility ;  or 

(2)  For  coordinating  and  directing  the 
work  of  others. 

Type  B  Patent  Provisions 

(a)  Whenever  any  Invention  or  discovery 
1*  made  or  conceived  by  the  contractor  or 
Its  employees  in  the  course  of  or  under  this 
wmtrart,  the  contractor  shall  promptly  fur- 


!Por  publication  and  Indemnity  clauses 
tor  use  in  research  and  development  con- 
tiwcts  with  educational  Institutions,  see 
1 9-16.6002-8,  Articles  B-III  and  B-VIII,  for 
special  research  support  agreements;  and  see 
1 9-16.6002-0,  Articles  B-fi  and  B-7,  for  cost- 
type  contracts. 


nish  the  Commission  with  complete  informa- 
tlon  thereon;  and  the  Commission  shall  have 
the  sole  power  to  determine  whether  or  not 
and  where  a  patent  application  shall  be  filed, 
and  to  determine  the  disposition  of  the  title 
to  and  the  rights  in  and  to  any  Invention 
or  discovery  and  any  patent  application  or 
patent  that  may  result:  Provided,  however. 
That  the  contractor.  In  any  ervent,  shall  retain 
at  least  a  non-exclusive,  irrevocable,  royalty- 
free  license  under  said  Invention,  discovery, 
patent  application,  or  patent.  Subject  to  the 
license  retained  by  the  contractor,  as  pro¬ 
vided  In  this  paragraph,  the  judgment  of  the 
Commission  on  these  matters  shall  be  ac¬ 
cepted  as  final;  and  the  contractor,  for  Itself 
and  for  Its  employees,  agrees  that  the  In¬ 
ventor  or  Inventors  wlU  execute  all  docu¬ 
ments  and  do  all  things  necessary  or  proper 
to  carry  out  the  judgment  of  the  Commis¬ 
sion. 

(b)  No  claim  for  pecuniary  award  or  com¬ 
pensation  under  the  provisions  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  shall  be  as¬ 
serted  by  the  contractor  or  Its  employees 
with  respect  to  any  Invention  or  discovery 
made  or  conceived  In  the  course  of  or  under 
this  contract. 

(c)  Except  as  otherwise  authorized  In  writ¬ 
ing  by  the  Commission,  the  contractor  will 
obtain  patent  agreements  to  effectuate  the 
purposes  of  paragraphs  (a)  and  (b)  of  this 
article  from  aU  persons  who  perform  any  part 
of  the  work  under  this  contract,  except  such 
clerical  and  manual  labor  personnel  as  will 
not  have  access  to  technical  data. 

(d)  Except  as  otherwise  authorized  In 
writing  by  the  Commission,  the  contractor 
will  Insert  In  all  subcontracts  provisions 
making  this  article  applicable  to  the  sub¬ 
contractor  and  Its  employees. 

(e)  It  is  recognized  that  during  the  course 
of  the  work  under  this  contract,  the  con¬ 
tractor  or  Its  employees  may  from  time  to 
time  desire  to  publish  within  the  limits  of 
security  requirements.  Information  regard¬ 
ing  scientific  or  technical  developments 
made  or  conceived  in  the  course  of  or  under 
this  contract.  In  order  that  public  disclo¬ 
sure  of  such  Information  will  not  adversely 
affect  the  patent  interests  of  the  Commission 
or  the  contractor,  patent  approval  for  release 
and  publication  shall  be  secured  from  the 
Commission  prior  to  any  such  release  or 
publication. 

(f)  With  respect  to  any  U.S.  Patent  Ap¬ 
plication  filed  by  the  Contractor  on  any 
contract  Invention  or  discovery  made  or 
conceived  In  the  course  of  the  contract,  the 
Contractor  will  Incorporate  In  the  first  para¬ 
graph  of  the  U.S.  Patent  Application  the 
following  statement: 

"The  invention  described  herein  was  made 
In  the  course  of,  or  under,  a  contract  (if 
desired,  may  substitute  contract  with  Identi¬ 
fying  number)  with  the  U.S.  Atomic  Energy 
Commission.” 

§  9—9.5005  Type  C  patent  provisiuiis. 

The  following  patent  article  shall  be 
used  where  the  criteria  set  forth  in 
§§  9-9.5003  and  9-9.5004  are  inapplicable 
and  where; 

(a)  The  principal  purpose  of  the  con¬ 
tract  is  to  build  upon  existing  knowledge 
or  technology  to  develop  information, 
products,  processes,  or  methods  for  use 
by  the  Government,  and  the  work  called 
for  by  the  contract  Is  (1)  In  a  field  of 
technology  other  than  atomic  energy 
in  which  the  contractor  has  acquired 
technical  competence  (demonstrated  by 
factors  such  as  know-how,  experience, 
and  patent  position),  and  (2)  directly 
related  to  a  area  in  which  the  contractor 
has  an  established  nongovernmental 
commercial  position;  or 


(b)  The  work  to  be  performed  or  the 
material  or  equipment  to  be  furnished 
by  the  contractor  is  of  such  character 
that  any  inventions  or  discoveries  that 
may  be  made  will  probably;  (1)  Relate 
only  incidentally  (and  not  directly)  to 
some  phase  of  atomic  energy,  (2)  relate 
to  a  field  of  work  in  which  the  contractor 
has  an  established  industrial  and  patent 
position,  and  (3)  result  from  routine 
development  or  production  work  by  the 
contractor. 

Type  C  Patent  Provisions 
(a)  Whenever  any  invention  or  discovery 
is  made  or  conceived  by  the  contractor  or 
Its  employees  in  the  course  of  or  under  this 
contract,  the  contractor  shall  promptly  fur¬ 
nish  the  Commission  with  complete  Informa¬ 
tion  thereon;  and  the  Commission  shall  have 
the  sole  power  to  determine  whether  or  not 
and  where  a  patent  application  shall  be  filed. 

,  and  to  determine  the  disi>osition  of  the  title 
to  and  rights  in  and  to  any  Invention  or  dis¬ 
covery  and  any  patent  application  or  patent 
that  may  result;  provided,  however,  that  the 
contractor  In  any  event  shall  retain  at  least 
a  sole  (except  as  against  the  Government  or 
Its  account) ,  Irrevocable,  royalty-free  license* 
with  the  sole  right  to  grant  sublicenses, 
under  said  Invention,  discovery,  patent 
application  or  {>atent,  such  license  and  sub¬ 
licensing  rights  being  limited  to  the  manu¬ 
facture,  use  and  sale  for  pusposes  other  than 
use  in  the  production  or  utilization  of  special 
nuclear  material  or  atomic  energy.  Subject 
to  the  license  retained  by  the  contractor,  as 
provided  In  this  paragraph,  the  judgment  of 
the  Commission  on  these  matters  shall  be 
accepted  as  final;  and  the  contractor,  for 
Itself  and  for  Its  employees,  agrees  that  the 
Inventor  o<r  Inventors  will  execute  all  docu¬ 
ments  and  do  all  things  necessary  or 
proper  to  carry  out  the  judgment  of  the 
Commission. 

(b)  No  claim  for  pecuniary  award  or 
compensation  under  the  provisions  of  the 
Atomic  Energy  Act  of  1964,  as  amended, 
shall  be  asserted  by  the  contractor  or  Its 
employees,  with  respect  to  any  Invention  or 
discovery  made  or  conceived  In  the  course 
of  or  under  this  contract. 

(c)  Except  as  otherwise  authorized  In 
writing  by  the  Commission,  the  contractor 
will  obtain  patent  agreements  to  effectuate 
the  purposes  of  paragraphs  (a)  and  (b)  of 
this  article  from  all  i>ersons  who  perform  any 
part  of  the  work  under  this  contract,  except 
such  clerical  and  manual  labor  personnel  as 
will  not  have  access  to  technical  data. 

(d)  Except  as  otherwise  authorized  in 
writing  by  the  Oommlsslon,  the  contractor 
will  Insert  In  all  subcontracts  provisions 
making  this  article  applicable  to  the  sub¬ 
contractor  and  Its  employees. 

(e)  It  Is  recognized  that  during  the  course 
of  the  work  under  this  contract,  the  contrac¬ 
tor  or  Its  employees  may  from  time  to  time 
desire  to  publish,  within  the  limits  of  secu¬ 
rity  requirements.  Information  regarding 
scientific  or  technical  developments  made  or 
conceived  In  the  course  of  or  under  this 
contract.  In  order  that  public  disclosure  of 
such  Information  will  not  adversely  affect 
the  patent  Interests  of  the  Commission  or 
the  contractor,  patent  approval  for  release 
and  publication  shall  be  secured  from  the 
Commission  prior  to  any  such  release  or 
publication. 

(f)  With  respect  to  each  Invention  or  dis¬ 
covery  In  which  the  contractor  is  granted 
the  principal  or  any  exclusive  rights  uilder 
clause  (a),  the  contractor  agrees  to  provide 
written  reports  at  reasonable  Intervals  when 
requested  by  AEC  as  to: 

( 1 )  The  commercial  use  that  Is  being  made 
or  Is  Intended  to  be  made  of  such  Invention 
or  discovery;  and 
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(2)  The  steps  taken  by  the  contractor  to  | 
bring  the  invention  to  a  point  of  practical  | 
application  or  to  make  the  Invention  or  dis-  ^ 
covery  available  for  Uoenalng. 

(g)  With  respect  to  each  Invention  or  dis¬ 
covery  in  which  the  contractor  is  granted  the  * 
principal  or  any  exclusive  rights  under 
clause  (a),  the  contractor  agrees  to  and 
does  hereby  grant  the  Commission; 

(1)  The  right  to  require  the  granting  of  , 
nonexclusive,  royalty-free  licenses  to  appli¬ 
cants  on  any  such  invention  or  discovery 
unless  the  contractor,  its  transferees,  or  as¬ 
signees  demonstrate  to  the  Commission,  on 
request,  that  the  contractor,  its  transferees, 
or  assignees  have  taken  effective  steps  within 
three  (3)  years  after  a  patent  issues  on  such 
invention  or  discovery  to  bring  the  invention 
or  discovery  to  a  point  of  practical  applica¬ 
tion,  or  have  granted  licenses  thereon  free 
or  on  reasonable  terms,  or  can  show  cause 
why  he,  his  transferees,  or  assignees  should 
retain  the  principal  or  exclusive  rights  for 

a  further  period  of  time,  and 

(2)  The  right  to  grant  licenses  royalty- 
free  or  on  reasonable  terms  to  the  extent 
that  the  invention  or  discovery  is  required 
for  public  use  by  governmental  regulation, 
or  as  may  be  necessary  to  fulfill  health  needs, 
or  for  other  public  purposes  stipulated  in  this 
contract. 

(h)  With  respect  to  any  U.S.  Patent  Ap¬ 
plication  filed  by  the  Contractor  on  any  con¬ 
tract  invention  or  discovery  made  or  con¬ 
ceived  in  the  course  of  the  contract,  the 
Contractor  will  incorporate  in  the  first  para¬ 
graph  of  the  UA.  Patent  Application  the 
following  statement: 

“The  Invention  described  herein  was  made 
in  the  course  of,  or  under,  a  contract  (if  de¬ 
sired,  may  substitute  contract  with  identify¬ 
ing  number)  with  the  U.S.  Atomic  Energy 
Commission.” 

§  9—9.5005—1  AdmiiiiHlralive  allocation 
of  patent  rights. 

(a)  The  AEC  may  administratively  ac¬ 
cord  a  contractor  or  inventor  rights  un¬ 
der  §  9-9.5003  and  greater  rights  than  the 
minimum  rights  specified  in  §  9-9.5004 
or  §  9-9.5005  in  an  invention  or  discovery 
made  or  conceived  in  the  course  of  or  un¬ 
der  a  contract  after  the  invention  or  dis¬ 
covery  has  been  identified  and  reported, 
provided  (1)  the  AEC  determines  that  the 
allocation  of  greater  rights  is  consistent 
with  the  criteria  set  forth  in  said  sections 
or  (2)  the  accord  of  greater  rights  is  a 
necessary  incentive  to  call  forth  private 
risk  capital  and  expense  to  bring  the  in¬ 
vention  to  the  point  of  practical  applica¬ 
tion  or  where  the  equities  warrant  such 
action. 

(b)  The  according  of  greater  .rights 
shall  be  subject  to: 

(1)  The  contractor  or  inventor  agree¬ 
ing  to  furnish  AEC  with  a  written  report, 
upon  request,  setting  forth  (i)  the  com¬ 
mercial  use  that  is  being  made  or  is  in¬ 
tended  to  be  made  of  said  invention  or 
discovery,  and  (ii)  the  steps  taken  to 
bring  the  invention  or  discovery  to  a 
point  of  practical  application,  or  to  make 
the  invention  or  discovery  available  for 
licensing  (irrespective  of  any  report  un¬ 
der  §  9-9.5005(f ) ) . 

(2)  The  contractor  or  inventor  agree¬ 
ing  that  unless  effective  steps  have  been 
taken  to  bring  the  invention  to  a  point 
of  practical  application  within  three  (3) 
years  after  the  issuance  of  a  U.S.  patent 
therefor  or  unless  the  contractor  has 
granted  licenses  on  reasonable  terms 
within  three  (3)  years  after  the  issuance 


of  a  U,S.  patent  therefor,  the  AEC  may 
grant  licenses  royalty -free  to  applicants 
on  the  patents  issued  thereon  unless  the 
contractor,  the  inventor,  or  a  transferee 
or  assignee.  If  any,  can  show  cause  why 
the  said  greater  rights  should  be  con¬ 
tinued  for  a  further  period. 

(3)  The  retention  by  the  Government 
of  the  right  to  grant  licenses  royalty- 
free  or  on  reasonable  terms  to  the  extent 
that  the  invention  or  discovery  is  re¬ 
quired  for  public  use  by  governmental 
regulation,  or  as  may  be  necessary  to 
fulfill  health  needs,  or  for  other  public 
purpKJses  stipulated  in  the  contract. 

(4)  The  retention  by  the  Government 
in  all  cases  of  at  least  an  irrevo¬ 
cable,  nonexclusive,  royalty-free  license 
throughout  the  world  for  governmental 
purposes. 

§  9—9.5006  Right  to  file  U.S.  and  for¬ 
eign  patent  applications. 

(a)  In  instances  where  a  contractor 
desires  assurance  as  to  the  right  to  file 
U.S.  patent  applications,  the  following 
provision  (as  well  as  such  formal  changes 
in  the  provisions  following  the  inserted 
provisions  as  may  be  necessary)  may  be 
inserted  after  the  word  “result”  in  para¬ 
graph  (a)  of  Patent  Article  under  §§  9-9. 
5003,  9-9.5004,  and  9-9.5005. 

Provided,  however.  That  If  the  Commission 
determines  not  to  file,  the  contractor  may 
file  any  U.S.  patent  application  subject  to 
Commission  security  requirements  and 
regulations. 


(b)  If  the  contract  work  is  to  be  per¬ 
formed  at  contractor’s  own  facilities  (not 
Government  or  Commission  owned  or 
Government  or  Commission  contractor 
operated  facilities,  or  not  at  contractor’s 
facilities  where  a  major  part  of  the 
equipment  employed  in  thb  research  and 
development  is  Government  or  Commis¬ 
sion  furnished)  and  the  contractor,  when 
reporting  an  invention  desires  to  under¬ 
take  U.S.  and  foreign  filings  so  as  to  ac¬ 
quire  irrevocable,  nonexclusive  license 
for  all  purposes  in  any  U.S.  patent  re¬ 
sulting  therefrom  and  the  title  and  rights 
in  any  resulting  foreign  patents,  sub¬ 
ject  to  the  terms  and  conditions  herein¬ 
after  provided,  the  following  provisions 
may  be  inserted  after  the  word  “result” 
in  paragraph  (ai  of  Patent  Article  un¬ 
der  §§  9-9.5003,  9^9.5004,  and  9-9.5005. 

Provided,  however.  That  if  the  contractor, 
when  furnishing  the  complete  information  as 
to  any  invention  or  discovery  advises  the 
Commission  that  the  contractor  will  file  at 
its  own  expense,  subject  to  security  require¬ 
ments  and  regulations,  a  U.S.  patent  appli¬ 
cation  within  six  (6)  months  of  reporting, 
and  designated  foreign  patent  applications 
on  such  invention  or  discovery,  subject  to 
security  requirements  and  regulations,  the 
contractor  shall  retain; 

(1)  A  nonexclusive.  Irrevocable,  paid-up  li¬ 
cense  for  all  purposes  in  any  such  U.S.  pat¬ 
ent  application  filed  by  the  contractor  and 
any  U.S.  patent  issued  thereon,  and 

(2)  The  title  and  rights  in  any  such  for¬ 
eign  patent  applications  or  foreign  patents 
secured  by  the  contractor,  subject  to: 

(i)  A  nonexclusive.  Irrevocable,  paid-up  li¬ 
cense  to  the  U.S.  Government  for  U.S.  gov¬ 
ernmental  purposes  and  with  the  right  of 
the  U.S.  Government  to  grant  licenses  to 
foreign  governments  for  purposes  of  govern¬ 


mental  use  by  such  foreign  governments  pm. 
suant  to  a  treaty  or  agreement  with  the  Cfi 
Government  or  an  agency  thereof. 

(11)  Granting,  upon  request,  nonexclusive 
royalty-free  licenses  to  UJ3.  citizens,  and  to 
U.S.  corporations  when  75  percent  or  more 
of  the  voting  Interest  Is  owned  by  U.S.  dtl- 
zens,  for  use  In  the  production  or  utilization 
of  special  nuclear  material  or  atomic  energy 
and  agreeing  to  grant  to  foreign  users  and 
purchasers  of  the  product  of  such  a  XJ.8 
licensee  a  license,  to  use  or  sell  such  product 
to  an  assignee  of  the  business  or  plant  or  at 
surplus,  at  a  reasonable,  nondlscrlmlnatory 
royalty  ordinarily  to  be  at  no  greater  royalty 
than  contractor  has  charged  its  other  foreign 
licensees. 

(ill)  The  right  of  the  contractor  to  grant 
such  other  licenses  In  accordance  with  ap- 
pllcable  statutes  and  regulations. 

(o)  Proetded,  That  if  the  contractor  grants 

any  licenses  other  than  as  provided  in  (U) 
above,  the  same  shall  be  for  reasonable  roy¬ 
alties  or  compensation,  and 

(b)  Provided,  further.  That  if,  after  3  years 
of  the  Issuance  of  a  particular  foreign  pat¬ 
ent,  contractor,  its  assignee  or  its  licensees 
cannot  demonstrate,  upon  Commission  re¬ 
quest,  the  practical  application  of  the  sub¬ 
ject  matter  covered  by  such  foreign  patent, 
the  contractor  or  Its  assignee  shall,  at  the 
Commission’s  request,  grant  licenses  on  any 
such  foreign  patent  to  others  at  reasonable 
royalties. 

(3)  If  the  contractor  does  not  desire  to 
prosecute  the  U.S.  patent  application  or  any 
foreign  application  or  maintain  any  foreign 
patent,  the  contractor,  prior  to  abandon¬ 
ment,  shall  afford  the  Commlslson  an  oppor¬ 
tunity  to  take  over,  prosecution  of  any  such 
patent  application  or  maintain  any  patent 

§  9-9.5007  [Reserved] 

§  9—9.5008  Background  patent  rights 
and  background  technical  data. 

§  9—9.5008—1  Introduction  and  defini¬ 
tions. 


(a)  The  Foreground  Invention  Rights 
Provisions  of  AEC  contracts,  subcon¬ 
tracts,  and  other  arrangements  entered 
into  with  or  for  the  benefit  of  the  Com¬ 
mission  (hereafter  “contracts”)  are  not 
intended  to  give  AEC  any  rights  to  prac¬ 
tice  inventions  covered  by  “background 
patents”  of  the  contractor  or  subcon¬ 
tractor  (hereafter  “contractor”). 

(b)  For  the  purpose  of  this  subpart 
“background  patents”  means: 

(1)  Inventions  or  discoveries  actually 
reduced  to  practice  before  the  effective 
date  of  the  contract,  which  the  con¬ 
tractor  owns  or  may  license  without  in¬ 
curring  liability  to  others  other  than  to 
pay  royalties. 

(2)  Inventions  or  discoveries  actually 
reduced  to  practice  or  acquired  during 
the  contract  period  but  not  in  the  course 
of  or  under  the  contract,  which  the  con¬ 
tractor  owns  or  may  license  without  in¬ 
curring  liability  to  others  other  than  to 
pay  royalties. 

(3)  Inventions  or  discoveries  on  which 
substantial  w’ork  has  been  performed 
prior  to  the  effective  date  of  the  contract 
although  not  actually  reduced  to  pnw- 
tice,  provided  any  such  invention  or  dis¬ 
covery  is,  at  the  time  of  execution  of  the 
contract,  the  subject  of  a  patent  applica¬ 
tion  filed  by  or  a  patent  issued  to  the 
contractor  and  is  specifically  identified 
as  a  backgroimd  patent  by  agreemMit 
of  the  parties  of  the  contract.  As  used 
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jjj  this  paragraph,  the  performance  of 
“substantial  work’’  does  not  necessarily 
require  that,  in  cases  where  a  working 
model  would  ordinarily  be  constructed, 
guch  a  working  model  of  the  invention 
l)e  constructed  prior  to  the  effective  date 
of  the  contract.  To  the  extent  that  the 
Commission  may  have  rights  in  and  to 
gny  such  inventions  or  discovery  under 
section  152  of  the  Atomic  Energy  Act  of 
1954,  as  amended,  the  inclusion  of  the 
background  patent  provision  will  con¬ 
stitute  a  waiver  of  such  rights. 

§  9-9.5008—2  Contracts  in  which  *‘back- 

ground  patents”  provisionr  are 

deemed  appropriate. 

The  contracting  ofiBcer  must  inquire 
of  and  secure  complete  information  from 
the  prospective  contractor  as  to  back¬ 
ground  patent  applications  and  patents 
In  order  that  a  determination  regarding 
need  for  a  “backgroimd  patents”  pro¬ 
vision  be  made  in  accordance  with 
1 9-9.5008-3. 

(a)  A  “background  patents”  provision 
should  be  Incorporated  in  an  AEC  con¬ 
tract  when  there  is  a  need  therefor  in 
nocordance  with  the  policy  stated  in 
j  9-9.5008-3. 

(b)  The  inclusion  of  a  “backgroimd 
patents”  provision  is  deemed  appropriate 
In  any  contract,  regardless  of  the  type 
or  tier,  if  it  involves  research,  develop¬ 
ment,  or  experimental  work  or  the  de¬ 
sign,  construction  or  operation  of  an  AEC 
facility  where  there  is  a  need  therefor  in 
accordance  with  the  policy  stated  in 
1 9-9.5008-3. 

(c)  “Background  patents”  provisions 
should  not  be  Included  in  (1)  purchase 
orders  or  supply  contracts  for  items  cus¬ 
tomarily  offered  for  sale  including  items 
Involving  noninventive  modifications,  or 

(2)  personal  service  contracts  for  per¬ 
formance  of  standard  or  ordinary,  non¬ 
technical  services,  or  (3)  contracts  that 
do  not  involve  research,  development,  or 
experimental  work  or  operation  of  an 
ABC  facility.  (See  §  9-9.5009  for  inclu¬ 
sion  of  indemnity  provisions.) 

§9-9.5008—3  The  need  for  the  “back¬ 
ground  patents”  rights. 

(a)  It  is  the  policy  of  AEC  to  Include 
a  "backgroimd  patents”  provision  in  any 
contract  of  the  type  described  in 
i  9-9.5008-2 (b)  where: 

(1)  AEC  pays  for  any  research  and 
development  or  experimental  work  aimed 
toward  the  practical  or  specific  applica¬ 
tion  of  a  “background  patented”  process 
or  article,  or  directed  to  any  program 
of  Improvement  of  a  “background  pat¬ 
ented”  process  or  article  where  such 
research  or  development  would  signifi¬ 
cantly  enhance  the  value  of  the  “back¬ 
ground  patent”  and  it  is  determined  that 
the  contemplated  utilization  by  the  (Sov- 
emment  of  the  results  of  the  Sponsored 
research  and  development  will  involve 
the  use  or  infringement  of  the  “back¬ 
ground  patents,”  or 

(2)  The  contractor  is  designing,  con¬ 
structing  or  operating  an  AEC  facility 
and  background  patents  of  the  contrac¬ 
tor  will  probably  be  incorporated  in,  or 
used  in  the  operation  of  that  facility;  or 

(3)  The  technology  is  to  be  communi¬ 


cated  abroad  in  support  of  ^)ecific  nu¬ 
clear  projects  and  it  is  desired  to  assure 
those  receiving  the  technology  of  their 
right  to  its  use;  or 

(4)  An  AEC  program  requires  the  ac¬ 
quisition  of  “background  patent”  rights 
for  private  parties  in  the  United  States 
In  order  to  further  the  development  and 
use  of  atomic  energy. 

(b)  The  foregoing  enumeration  of  cir¬ 
cumstances  deemed  appropriate  for  in¬ 
corporation  of  a  “background  patents” 
provision  shall  not  be  deemed  all  in¬ 
clusive,  since  there  may  be  other  special 
circumstances  where  there  is  a  need  for 
the  acquisition  of  such  rights. 

(c)  Determination  of  need  will  be 
made  by  the  contracting  ofiBcer.  Upon 
written  request  of  the  contractor,  made 
within  ten  (10)  days  after  the  contract¬ 
ing  oflBcer’s  determination,  the  contract¬ 
ing  officer’s  determination  will  be 
reviewed  by  the  General  Manager  or  his 
designee,  who  may  approve  or  modify 
the  determination  of  the  contracting 
officer. 

§  9—9.5008—4  'Tlie  scope  of  the  “back¬ 
ground  patents”  rights. 

(a)  When  “background  patent”  rights 
are  to  be  acquired  under  the  preceding 
paragraphs,  the  particular  scope  is  a 
matter  of  negotiation  in  each  case,  but 
shall  not  be  broader  than  the  foreseeable 
need  indicated  by  the  facts  in  the  par¬ 
ticular  case. 

(b)  Ordinarily  the  license  should  be  at 
least  an  Irrevocable,  nonexclusive  license 
to  the  U.S.  Government  and  others  act¬ 
ing  in  its  behalf  for  U.S.  governmental 
purposes  with  the  right  of  the  U.S.  Gov¬ 
ernment  to  grant  licenses  to  foreign  gov¬ 
ernments  generally  or  for  use  by  such 
foreign  governments  pursuant  to  a  treaty 
or  agreement  with  the  U.S.  Government. 

(c)  Where  “background  patents” 
rights  are  acquired  for  third  parties  in 
accordance  with  §  9-9.5008-3  (a)  (4) ,  it 
will  ordinarily  be  sufficient  for  the  con¬ 
tractor  to  agree  to  grant  specific  licenses 
to  such  persons  as  may  subsequently  be 
designate  by  the  Commission  at  rea¬ 
sonable  royalties  or  other  reasonable 
compensation.  Other  terms  and  condi¬ 
tions  delineating  the  scope  may  be 
specified  by  the  General  Manager,  or  his 
designee,  in  specific  cases. 

§  9—9.5008—5  The  consideration  for 
^’background  patents”  rights. 

(a)  'The  acquisition  of  license  rights 
to  “background  patents,”  whether  the 
contract  be  fixed  price,  cost,  cost  plus,  or 
other  consideration,  is  a  matter  to  be 
negotiated.  Considerations  such  as  the 
following  should  be  evaluated  in  deter¬ 
mining  to  what  extent,  if  any,  additional 
consideration  should  be  paid  for  “back¬ 
ground  patents”  rights.  In  many  situa¬ 
tions  an  evaluation  of  the  following 
factors  will  lead  to  the  conclusion  that 
the  contract  price  should  not  be  in¬ 
creased  to  refiect  the  acquisition  of 
“background  patents”  rights: 

(1)  The  value  of  such  “background 
patents”; 

(2)  The  extent  of  the  contractor’s 
prior  independent  work  and  expenditures 


and  the  amount  of  the  Government’s 
expenditures  under  the  contract; 

( 3 )  The  increase  in  value  of  the  “back¬ 
ground  patents”  to  the  contractor  by 
reason  of  the  contract  work; 

(4)  The  nature  and  scope  of  the  li¬ 
cense  to  be  acquired  and  the  extent  of 
anticipated  use; 

(5)  Whether  under  the  foreground 
patent  provision  the  contractor  is  ac¬ 
corded  the  exclusive  rights  for  purposes 
other  than  use  in  the  production  or 
utilization  of  special  nuclear  materials  or 
atomic  energy; 

(6)  The  measure  of  the  contractor’s 
legal  right  to  collect  reasonable  and  en¬ 
tire  compensation  if  a  license  is  not 
secured:  and 

(7)  The  obligation  of  the  contractor  to 
pay  royalties  to  others  with  respect  to 
the  “background  patents.” 

(b)  Any  agreement  for  the  payment  of 
additional  compensation  for  background 
patent  rights  will  be  made  only  upon  the 
approval  of  the  General  Manager,  or  his 
designee. 

§  9-9.5008-6  Types  of  suggested  back¬ 
ground  patents  provisions. 

Where  it  is  determined  that  a  back¬ 
ground  rights  provision  is  necessary,  the 
particular  wording  of  a  provision  grant¬ 
ing  a  license  and  rights  to  the  Govern¬ 
ment  may  be  a  matter  of  negotiation. 
However,  the  following  paragraphs  are 
suggested  for  addition  to  the  appropriate 
invention  rights  provisions  as  set  forth 
in  §§  9-9.5003  through  9-9.5005: 

(a)  With  respect  to  (1)  research,  de¬ 
velopment  or  experimental  contracts  in¬ 
volving  process  or  product  development; 
(2)  design,  construction,  production  or 
manufacturing  contracts  where  research 
and  development  of  process,  equipment, 
materials,  or  other  items  of  the  contrac¬ 
tor  are  involved;  and  (3)  other  research, 
development  and  experimental  contracts, 
the  following  paragraph  is  suggested  for 
addition: 

In  addition  to  the  rights  of  the  parties 
under  the  foregoing  paragraphs  In  and  to 
Inventions  or  discoveries  made  or  conceived 
In  the  course  of  or  imder  this  contract,  the 
contractor  agrees,  and  does  hereby  grant  to 
the  Government  an  Irrevocable,  nonexclusive, 
paid-up  license  In  and  to  any  Inventions  or 
discoveries  actually  reduced  to  practice  be¬ 
fore  the  effective  date  of  the  contract  owned 
or  controlled  by  the  contractor  and  In  and 
to  any  Inventions  or  discoveries  actually  re¬ 
duced  to  practice  or  acquired  during  the  con¬ 
tract  period  but  not  subject  to  the  foregoing 
foreground  Invention  rights  provision,  which 
shall  be  utilized  or  embodied  In  the  work 
under  this  contract:  (If  the  contract  Is  for 
research,  development  or  experimental  work 
on  design,  the  phrase  should  read — “which 
are  Incorporated  in  the  conceptual  design  cr 
prototype  furnished  under  this  contract” — ) 
(1)  To  make,  use  and  to  have  made  and  used 
throughout  the  world  for  U.S.  Government 
purposes,  and  (2)  to  sell  and  have  sold  such 
articles,  material  or  product  embodying  said 
Invention  or  discovery  as  surplus  or  con¬ 
demned  public  property  as  provided  by  law. 
The  acceptance  or  exercise  by  the  Govern¬ 
ment  of  the  aforesaid  rights  and  license  shall 
not  prevent  the  Government  at  any  time 
from  contesting  the  enforceability,  validity 
or  scope  of,  or  the  title  to,  any  rights  or  pat¬ 
ents  herein  licensed. 
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(b)  In  facility  operation  contracts,  the 
following  paragraph  is  suggested  for 
addition: 

In  addition  to  the  rights  of  the  parties 
under  the  foregoing  paragraphs  In  and  to 
inventions  or  discoveries  made  or  conceived 
In  the  course  of  or  under  this  contract,  the 
contractor  agrees  to  and  does  hereby  grant 
to  the  Government  an  irrevocable,  nonex¬ 
clusive,  paid-up  license  In  and  to  any  Inven¬ 
tions  or  discoveries  actually  reduced  to  prac¬ 
tice  before  the  effective  date  of  this  contract 
owned  or  controlled  by  the  Contractor  and 
In  and  to  any  inventions  or  discoveries  ac¬ 
tually  reduced  to  practice  or  acquired  during 
the  contract  period  but  not  subject  to  the 
foregoing  foreground  Invention  rights  pro¬ 
vision,  which  shall  be  Incorporated  In  the 
construction  of  or  Involved  In  the  utilization 
of  the  facility  by  the  contractor  ( 1 )  to  prac¬ 
tice  or  to  have  practiced  for  the  Government 
at  the  facility,  (2)  to  practice  end  to  have 
practiced  In  similar  U.S.  Government  facili¬ 
ties,  and  (3)  to  sell  or  dispose  of  such  facility 
or  facilities,  or  any  portion  thereof,  as  pro¬ 
vided  by  law.  The  acceptance  or  exercise  by 
the  Government  of  the  aforesaid  lights  and 
license  shall  not  prevent  the  Government  at 
any  time  from  contesting  the  enforceability, 
validity  or  scope  of,  or  the  title  to,  any  rights 
or  patents  herein  licensed. 

(c)  In  contracts  for  design,  construc¬ 
tion  or  operation  of  nuclear  reactor 
power  facilities  involving  research,  de¬ 
velopment  or  experimental  work,  the 
following  paragraph  is  suggested  for 
addition ; 

In  addition  to  the  rights  of  the  parties 
under  the  foregoing  paragraphs  In  and  to  In¬ 
ventions  or  discoveries  made  or  conceived  in 
the  course  of  or  under  this  contract,  the  con¬ 
tractor  agrees  to  and  does  hereby  grant  to  the 
Government  an  Irrevocable,  nonexlusive  paid- 
up  license  In  and  to  any  Inventions  or  dis¬ 
coveries  actually  reduce  to  practice  before  the 
effective  date  of  the  contract  owned  or  con¬ 
trolled  by  the  contractor  and  In  and  to  any 
Inventions  or  discoveries  actually  reduced  to 
practice  or  acquired  during  the  contract  pe¬ 
riod  but  not  subject  to  the  foregoing  fore¬ 
ground  invention  rights  provision,  which  are 
incorporated  or  embodied  during  the  term  of 
this  contract  In  the  nuclear  power  plant:  (If 
the  contract  Is  for  research,  development  or 
experimental  work  on  design  of  a  reactor,  the 
phreise  should  read — ^“whlch  are  Incorpo¬ 
rated  In  conceptual  designs  or  prototypes 
furnished  under  this  contract" — )  (1)  To 
make,  use  and  to  have  made  and  used, 
throughout  the  world  for  U.S.  governmental 
purposes  In  the  manufacture  and  use  of 
U.S.  Government-owned  or  Government- 
operated  reactor  facilities,  (2)  to  transfer 
such  license  with  transfer  of  such  Govern¬ 
ment-owned  or  Government-operated  reactor 
facility,  and  (3)  to  sell  and  have  sold  such 
article,  material  or  product,  embodying  such 
inventions  or  discoveries,  as  surplus  or  con¬ 
demned  public  property  as  provided  by  law. 
The  acceptance  or  eXerlcse  by  the  Govern¬ 
ment  of  the  aforesaid  rights  and  license  shall 
not  prevent  the  Government  at  any  time 
from  contesting  the  enforceability,  validity 
or  scope  of,  or  title  to,  any  rights  or  patents 
herein  licensed. 

(d)  Where  specific  Headquarters  in¬ 
structions  are  issued  as  to  the  necessity 
for  third  party  licenses,  the  following  is 
a  suggested  addition  to  the  govenunental 
license  clause: 

with  respect  to  those  Inventions  or  dis¬ 
coveries  licensed  herein,  the  contractor  agrees 
to  grant  nonexclusive  licenses  for  use  in 
connection  with  reactor  facilities  (or  equip¬ 
ment — If  only  equipment  is  Involved)  of  a 


type  similar  to  that  provided  for  under  this 
contract  at  reasonable  terms  to  responsible 
private  parties  upon  the  request  of  the  Com¬ 
mission.  The  Commission  shall  make  such  re¬ 
quest  only  when  such  inventions  or  dis¬ 
coveries  are  considered  by  the  Commission  to 
be  necessary.  In  the  event  that  the  contractor 
and  prospective  licensees  cannot  agree  upon 
a  reasonable  royalty,  the  contractor  agrees 
that  the  royalties  may  be  fixed  pursuant  to 
the  procedure  set  forth  In  section  167(c)  of 
the  Atomic  Energy  Act  of  1954,  as  amended. 

(e)  Where  the  nuclear  reactor  facility 
or  equipment  incorporated  standard 
commercial  components  or  parts  readily 
available  in  the  open  market  from  other 
sources,  there  may  be  added  to  the  pro¬ 
posed  contract  clause,  before  the  last 
sentence  thereof,  the  following  suggested 
provision: 

Provided,  however.  That  no  license  Is 
granted  herein  as  respects  nonnuclear  com¬ 
mercial  items,  components  or  materials  in¬ 
corporated,  to  the  extent  that  such  non¬ 
nuclear-  Items,  components,  or  materials  are 
available  in  the  open  market  from  other 
commercial  sources. 

§9—9.5008—7  Background  technical 
data. 

The  foregoing  “Background  Patents” 
rights  provisions  are  limited  to  define 
patents  and  inventions  and  do  not  cover 
“background  secret  processes,  technical 
information,  and  know-how.”  While 
Technical  Data  generally  is  covered  by 
§  9-7.5006-13,  the  same  does  not  specifi¬ 
cally  give  the  Government  rights  in 
earlier  identified  secret  processes,  tech¬ 
nical  data  or  know-how,  and  it  is  recog¬ 
nized  that  there  may  be  cases  where  the 
acquisition  of  rights  in  such  earlier  ma¬ 
terial  is  necessary.  While  the  particular 
wording  of  a  provision  granting  rights  to 
the  Government  is  a  matter  of  negotia¬ 
tion,  the  following  paragraph  is  sug¬ 
gested  for  addition  to  the  Drawings,  De¬ 
signs  and  Specification  Provisions  as  set 
forth  in  §  9-7.5006-13  of  this  chapter: 

In  addition  to  the  rights  of  the  parties  in 
technical  data  set  forth  above  ( S  9-7.5006-13) 
the  contractor  agrees  to  and  does  hereby 
grant  to  the  Government  an  Irrevocable  li¬ 
cense  and  right  to  use  any  secret  process, 
technical  information,  or  know-how  of  the 
contractor,  made,  developed,  or  acquired  prior 
to  or  on  the  effective  date  of  expiration  or 
completion  of  this  contract,  which  shall  be 
or  Is  utilized,  tested,  or  embodied  in  the  work 
under  this  contract,  or  which  shall  be  or  is 
specifically  incorporated  In  any  scientific  or 
technical  report  rendered  under  this  contract. 

It  may  be  appropriate  when  it  is  neces¬ 
sary  to  acquire  the  right  to  use  such 
backgroimd  “secret  processes,  technical 
information  and  know-how”  to  include 
provisions  limiting  the  right  of  the  Gov¬ 
ernment  to  disseminate  and  publish  the 
same.  In  such  event,  a  proviso  along  the 
following  lines  may  be  appropriate: 

Proinded,  however.  That  to  the  extent  that 
any  such  background  “secret  processes,  tech¬ 
nical  Information  or  know-how”  when  fur¬ 
nished  or  delivered  Is  specifically  Identified 
by  the  contractor  at  the  time  of  delivery  to 
the  Commission,  the  same  shall  not  be  used 
by  the  Government  except  In  the  perform¬ 
ance  of  other  contracts  or  subcontracts  with 
or  for  the  benefit  of  the  Government,  imless 
such  material  and  Information  Is  generally 
available  to  the  public  or  has  been  made 
available  to  the  Government  from  other 


sources  or  previously  by  the  contractor  with¬ 
out  limitation  as  to  use. 

§  9—9.5009  Patent  indemnification  of 

Government  by  contractor. 

(a)  Under  the  Act  of  June  25,  1948 
(28  U.S.C.  1498),  any  suit  for  infringe¬ 
ment  of  patent  by  a  contractor  or  a  lower 
tier  subcontractor  in  performance  of  a 
Government  contract  must  be  brought 
against  the  Government  in  the  Court  of 
Claims  and  not  against  the  contractor 
where  the  subject  matter  was  for  the  use 
or  manufacture  by  or  for  the  Government 
of  the  United  States.  The  Atomic  Energy 
Acts  of  1946  and  1954  substitute  a  cause 
of  action  before  the  AEC  Patent  Com¬ 
pensation  Board  for  certain  types  of 
claims,  discussed  in  §  9-9.5017.  Therefore, 
provision  is  made  in  §§  9-9.5003  through 
9-9.5005  for  waivers  of  such  claims  as  to 
inventions  and  discoveries  made  or  con¬ 
ceived  in  the  course  of  work  under  the 
contract.  A  large  part  of  the  activities 
of  AEC  are  still  subject  to  suit  under  the 
Act  of  June  25, 1948  (28  U.S.C.  1498) ,  and 
in  order  that  the  Government  may  be 
protected  from  liability  for  any  such 
patent  Infringement  where  ordinary 
commercial  materials  or  equipment  are 
to  be  furnished  “off  the  shelf”  or  fur¬ 
nished  with  only  minor  modifications  not 
generally  involving  the  making  of  any 
inventions  or  discoveries  pursuant  to  a 
construction  or  supply  contract  or  a  pur¬ 
chase  order,  the  same  should  contain 
appropriate  indemnification  provisions  in 
favor  of  the  Government. 

(b)  The  Patent  Indemnity  Article 
(Clause  15  of  GSA  Standard  Form  23 A, 
revised) ,  which  follows,  may  be  employed 
in  the  purchase  of  supplies  for  construc¬ 
tion  work  where  Form  AEC-103,  “Order," 
is  used  and  in  lump-sum  or  cost-type 
construction  contracts: 

Patent  Indemnity 

Except  as  otherwise  provided,  the  contrac¬ 
tor  agrees  to  Indemnify  the  Government  and 
Its  officers,  agents  and  employees  against 
liability.  Including  costs  and  expenses,  (or 
Infringement  upon  any  Letters  Patent  of  the 
United  States  (except  Letters  Patent  Issued 
upon  an  application  which  Is  now  or  may 
hereafter  be,  for  reasons  of  national  security, 
ordered  by  the  Government  to  be  kept  secret 
or  otherwise  withheld  from  Issue)  arising  out 
of  the  performance  of  this  contract  or  out  of 
the  use  or  disposal  by  or  for  the  account  of 
the  Government  of  supplies  furnished  or  con- 
structlon  work  performed  hereunder. 

(c)  In  other  instances  where  an  in¬ 
demnity  provision  is  deemed  appropriate, 
the  following  article  should  be  employed: 

Patent  Indemnity 

The  contractor  agrees  to  Indemnify  the 
Government,  Its  officers,  agents,  servants, 
and  employees  against  liability  of  any  kind 
(Including  costs  and  expenses  Incurred)  for 
the  use  of  any  Invention  or  discovery  and 
for  the  Infringement  of  any  Letters  Patent 
(not  Including  liability,  arising  pursuant  to 
sec.  183,  Title  35  (1952),  U.S.C.,  prior  to  the 
Issuance  of  Letters  Patent)  occurring  In  the 
performance  of  this  contract  or  arising  by 
reason  of  the  use  or  disposal  by  or  for  the 
account  of  the  Government  of  items  manu¬ 
factured  or  supplied  under  this  contract. 

(d)  The  term  “seller”  or  “vendor” 
should  be  substituted  for  the  term  "con¬ 
tractor”  in  purchase  orders  and  the  term 
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“buyer  and”  may  be  added  before  the 
term  “Government”  wherever  it  appears, 
in  the  event  a  contractor-buyer  issues  a 
subcontract  or  purchase  order  and  de¬ 
sires  to  obtain  from  the  seller  the  same 
protection  as  the  Government  obtains. 

(e)  Certain  construction  or  supply 
contracts  may  call  for  items  or  parts 
thereof  which  are  standard  commercial 
supplies  and  also  for  items  which  require 
modifications  in  the  course  of  the  per¬ 
formance  of  the  work.  In  such  event  the 
patent  indemnity  articles  set  forth  above 
may  be  appropriately  modified.  To  cover 
such  circumstances,  the  following  modi¬ 
fication  should  be  added  at  the  end  of  the 
patent  indemnity  article: 

except,  however.  Infringement  necessarily 
resulting  from  the  contractor’s  compliance 
with  written  specifications  or  provisions  for 
other  than  standard  parts  or  comx>onents 
manufactured  or  supplied  by  the  contractor 
or  resulting  from  specific  written  Instructions 
given  by  the  Commission  for  the  purpose  of 
directing  a  manner  of  performance  of  the 
contract  not  normally  utilized  by  the 
contractor. 

(f)  In  some  instances  certain  specific 
items  should  be  excluded  from  the  in¬ 
demnification,  and  where  such  items 
or  parts  can  be  identified  as  nonstandard 
commercial  components  or  parts  the  fol¬ 
lowing  provision  may  be  added  at  the  end 
of  the  patent  indemnity  article: 

except  that  this  indemnity  shall  not  apply 
to  the  following  Items  or  parts  (specifically 
Identifying  and  listing  the  Items  or  parts  to 
be  excluded). 

§  9-9.5010  Conirartor  held  harmless  by 
Covemnient. 

(a)  As  indicated  in  connection  with 
the  patent  indemnity  provisions,  imder 
the  Act  of  June  25,  1948  (28  U.S.C.  1498) 
any  action  for  patent  infringement  by  a 
contractor  or  subcontractor  in  the  per¬ 
formance  of  work  by  or  for  the  Govern¬ 
ment  is  subject  to  suit  against  the 
Government  in  the  Court  of.  Claims,  ex¬ 
cept  in  the  special  circumstances  pro¬ 
vided  for  in  the  Atomic  Energy  Acts  of 
1946  and  1954.  While  the  contractor  is 
protected  from  injunctive  action  in  the 
performance  of  a  Government  contract, 
there  may  be  special  circumstances,  par¬ 
ticularly  in  the  case  of  research  or  de¬ 
velopment  work,  where  the  contractor 
has  not  made  any  investigation  as  to  the 
possibility  of  infringement  in  the  per¬ 
formance  of  the  contract  and  the  con¬ 
tract  price  does  not  include  any  provision 
for  the  settlement  of  possible  patent 
claims.  In  such  circumstances,  the  fol¬ 
lowing  “hold  harmless”  article  in  favor 
of  the  contractor  may  be  used  in  the 
event  that  the  contractor  specifically  re¬ 
quests  it  and  the  facts  as  to  the  particu¬ 
lar  research  or  development  work  are  as' 
stated  in  the  article : 

It  U  agreed  that  the  Government  shall  hold 
file  contractor  harmless  from  liability  of  any 
kind  arising  from  Infringement  of  patent 
rights  In  the  course  of  the  work  performed  by 
the  contractor  under  this  contract.  In  view 
of  the  following  facts:  (a)  The  contractor  has 
not  made  an  Investigation  as  to  the  possl- 
blllty  of  patent  Infringement,  (b)  the  Gov- 
ornment  and  the  contractor  desire  to  avoid 
the  delay  Incident  to  a  patent  Investigation, 
»nd  (c)  the  contractor  has  not  included  In  Its 


price  or  fee  any  provision  for  the  settlement 
of  possible  patent  claims.  The  Contractor 
shall  give  prompt  notice  In  writing  to  the 
Commission  of  any  action  filed  of  claim 
against  the  contractor  for  Infringement  of 
patent  rights  in  the  course  of  the  work  per¬ 
formed  by  the  contractor  under  this  contract. 
Except  as  otherwise  directed  by  the  Com¬ 
mission  in  writing,  the  contractor  shall  fur¬ 
nish  promptly  to  the  Commission  copies  of 
all  pertinent  papers  received  by  the  contrac¬ 
tor  with  resp^  to  any  such  action  or  claim. 

If  required  by  the  Commission,  the  contrac¬ 
tor  (at  the  Government’s  expense,  by  proper 
arrangement)  shall  assist  the  Government  in 
the  settlement  or  defense  of  such  action  or 
claim  and  shall  furnish  such  evidence  In  its 
possession  as  may  be  required  by  the  Govern¬ 
ment  In  the  settlement  or  defense  of  such 
action  or  claim. 

Such  provision  shall  not  be  employed  in 
a  supply  contract  or  purchase  order  for 
ordinary  commercial  materials  or  equip-  • 
ment. 

(b)  In  research  and  development  con¬ 
tracts  if  standard  commercial  parts  or 
components  are  to  be  furnished,  the 
standard  commercial  parts  or  compo¬ 
nents  are  to  be  excepted  from  the  above 
article  by  deleting  the  period  after  the 
word  “claims”  at  the  end  of  the  first 
sentence  of  the  article  and  inserting  the 
following  exception : 

excepting,  however,  any  liability  arising  from 
the  infringement  of  Letters  Patent  resulting 
from  the  contractor’s  furnishing  or  supply¬ 
ing  standard  parts  or  components  or  utilizing 
Its  normal  practices  or  methods  in  the  per¬ 
formance  of  the  contract  or  to  €iny  parts, 
components,  practices  or  methods  as  to  which 
the  contractor  has  secured  indemnification 
from  liability  and  with  respect  to  which  the 
contractor  agreqs  to  Indemnify  the  Govern¬ 
ment,  its  officers,  agents,  servants  and  em¬ 
ployees  against  liability  of  any  kind  for  the 
use  of  any  Invention  or  discovery  and  for  the 
Infringement  of  any  Letters  Patent  (not  In¬ 
cluding  any  liability  arising  from  section  183, 
’Title  35  (1952),  U.S.C.  prior  to  the  Issuance 
of  Letters  Patent. 

§  9—9.501 1  Reporting  of  royalties. 

The  Government  has  acquired  patent 
rights  under  a  large  number  of  inven¬ 
tions  as  a  result  of  research  and  devel¬ 
opment  sponsored  by  AEG  as  well  as  by 
other  Government  agencies  and  as  a  re¬ 
sult  of  purchase  and  other  means.  In 
instances  where  the  Government  has  ac¬ 
quired  patent  rights,  it  is  not  equitable 
that  the  Government  be  charged  royal¬ 
ties  in  connection  with  AEG  procurement, 
construction,  or  operation.  In  order  that 
AEG  may  be  informed  regarding  royalty 
payments  to  be  made  by  a  contractor  or 
subcontractor  in  connection  with  any 
procurement,  construction,  or  operation 
where  the  amount  of  the  royalty  pay¬ 
ments  is  reflected  in  the  contract  price,  or 
is  to  be  reimbursed  by  the  Government, 
the  negotiator  shall  (a)  obtain  from  the 
contractor  information  concerning  the 
royalty  payments  expected  to  be  made  in 
connection  with  the  proposed  procure¬ 
ment,  construction,  or  operation,  to¬ 
gether  with  the  names  of  the  licensors 
and  either  the  patent  numbers  involved 
or  such  other  information  as  will  permit 
identification  of  the  patents  and  patent 
applications  as  well  as  the  basis  on  which 
the  royalties  are  to  be  paid,  or  (b)  obtain 
from  the  contractor  a  certificate  that  the 


contract  price  includes  no  amount  repre¬ 
senting  the  payment  of  any  royalty  by 
the  contractor  directly  to  others  in  con¬ 
nection  with  the  performance  of  the  con¬ 
tract,  or  (c)  insert  in  the  contract  the 
article  set  forth  below : 

Reporting  or  Royalties 

If  this  contract  Involves  any  royalty  pay¬ 
ments  or  If  the  amount  of  any  royalty  pay¬ 
ments  Is  refiected  In  the  contract  price  of  the 
contract  to  the  Government,  the  contractor 
agrees  to  report  in  writing  to  the  Commission 
(Assistant  General  Counsel  for  Patents)  dur¬ 
ing  the  performance  of  this  contract  and 
prior  to  its  completion  or  final  settlement 
the  amount  of  any  royalties  or  other  pay¬ 
ments  paid  or  to  be  paid  by  it  directly  to 
others  in  connection  with  the  performance 
of  this  contract  together  with  the  names  and 
addresses  of  licensors  to  whom  such  pay¬ 
ments  are  made  and  either  the  patent  num¬ 
bers  Involved  or  such  other  information  as 
will  permit  identification  of  the  patents  or 
other  basis  on  which  the  royalties  are  to  be 
paid.  ’The  approval  of  the  Commission  of 
any  individual  payments  or  royalties  shall 
not  estop  the  Government  at  any  time  from 
contesting  the  enforceability,  validity  or 
scope  of,  or  title  to,  any  patent  under  which 
a  royalty  or  payments  are  made. 

With  respect  to  any  advertised  contract 
which  may  involve  the  payment  of  royal¬ 
ties  by  the  contractor  in  performance 
thereof  the  “Reporting  of  Royalties” 
article  shall  be  included  in  the  invitation 
for  bids  as  one  of  the  general  contract 
provisions.  At  the  option  of  the  contract¬ 
ing  officer  the  following  provision  may  be 
added  to  the  above  article : 

If  no  royalties  or  other  payments  are  paid 
directly  to  others,  the  contractor  agrees  so 
to  report  in  writing  to  the  Commission  (As¬ 
sistant  General  Counsel  for  Patents)  prior  to 
the  completion  of  final  settlement  of  the 
contract. 

§9—9.5012  Classified  ronirarts. 

Unauthorized  disclosure  of  classified 
subject  matter  in  any  manner  whatso¬ 
ever  may  be  a  violation  not  only  of  the 
Atomic  Energy  Acts  of  1946  and  1954  but 
also  of  the  Espionage  Act  (18  U.S.G.  37) 
as  well  as  of  the  provisions  pertaining  to 
disclosure  of  Information  incorporated 
in  the  contract.  (See  Part  9-7  of  this 
chapter.)  Furthermore  where  a  patent 
application  is  filed  and  the  disclosure 
thereof  and  issuance  of  a  patent  would 
be  detrimental  to  the  national  security 
a  Secrecy  Order  under  the  provisions  of 
section  181,  title  35,  United  States  Gode 
will  be  Issued  by  the  U.S.  Gommissioner 
of  Patents.  Violation  of  the  provisions  of 
the  Secrecy  Order  subjects  the  violator  to 
the  separate  penalties  imposed  by  sec¬ 
tions  182, 186,  and  any  rules  promulgated 
pursuant  to  section  188  of  title  35,  United 
States  Gode. 

§9—9.5013  Foreign  patent  rights. 

Under  the  contract  articles  set  forth 
in  §8  9-9.5003  through  9-9.5005,  AEG 
has  the  right  to  determine  whether 
and  where  a  patent  application  shall  be 
filed.  AEG  thereby  is  in  a  position  sub¬ 
ject  to  8  9-9.5006(b)  to  comply  with 
Executive  Order  9865  of  June  14,  1947, 
which  requires  all  Government  agencies, 
wherever  practicable,  to  acquire  the  right 
to  file  foreign  t>atent  applications  or 
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inventions  resulting  from  research  con¬ 
ducted  by  the  Government. 

§  9—9.5014  Procedure  in  administration 
of  patent  provisions. 

(a)  With  respect  to  each  contract, 
subcontract,  and  purchase  order  under 
his  jurisdiction,  each  Manager  of  a  Field 
Office  is  responsible; 

( 1 )  For  assuring  that  contracting  offi¬ 
cers  comply  with  the  provisions  of  this 
chapter  in  executing  and  approving  any 
contract,  subcontract,  or  purchase  order, 
or  any  supplement  thereto  modifsdng  the 
patent  provisions; 

(2)  For  transmitting  the  information 
requested  on  the  Patent  Information 
Sh^,  Form  AEC-242,  to  the  Assistant 
General  Counsel  for  Patents; 

(3)  For  reviewing,  in  consultation 
with  the  contractor,  subcontractor,  or 
vendor,  arrangements  for  obtaining  ade¬ 
quate  patent  agreements  from  employees 
and  others  performing  work  under  any 
contract,  subcontract,  or  purchase  order 
containing  patent  provisions  in  favor  of 
the  Government;  (The  form  of  such 
patent  agreement  actually  in  use  or  pro¬ 
posed  for  use  shall  be  forwarded  for 
approval  to  the  local  Patent  Group  or, 
where  no  local  Patent  Group  exists,  to 
the  Assistant  General  Counsel  for 
Patents.) 

(4)  For  forwarding  a  notice  of  com¬ 
pletion  or  termination  of  the  work  and  a 
request  for  patent  clearance  to  the 
Assistant  General  Counsel  for  Patents 
for  each  contract,  subcontract,  and  pur¬ 
chase  order  containing  patent  provisions 
giving  rise  to  rights  in  the  Government; 
and 

(5)  For  withholding  reimbursement  of 
the  voucher  covering  final  payment 
pending  receipt  of  the  written  notice  of 
the  patent  clearance  from  the  Assistant 
General  Counsel  for  Patents  for  each 
such  contract,  subcontract,  and  purchase 
order. 

(b)  The  Assistant  General  Counsel  for 
Patents  upon  receipt  of  notification  on 
Patent  Information  Sheet,  Form  AEC- 
242,  will  notify  the  person  who  transmits 
the  information  sheet  of  the  Patent 
Group  or  Patent  Attorney  assigned  to 
conduct  the  patent  investigation  of  the 
reported  contract,  subcontract,  or  pur¬ 
chase  order.  Upon  receipt  of  the  notice  of 
completion  or  termination  as  provided 
in  paragraph  (a)  (4)  of  this  section,  a 
notice  of  patent  clearance  will  be  issued 
by  the  Assistant  General  Counsel  for 
Patents  when  there  has  been  to  his  best 
knowledge  and  belief  compliance  with 
the  patent  provisions.  The  patent  provi¬ 
sions  normally  require  that  a  qualified 
representative  of  the  contractor  or 
vendor  furnish  to  the  AEC: 

(1)  A  list  and  identification  of  the 
notebooks  kept  during  the  course  of  the 
work; 

(2;  A  certification  that  such  note¬ 
books  have  been  examined  and  that,  to 
the  best  of  his  knowledge,  they  contain 
no  inventions  or  discoveries  other  than 
those  set  forth  in  the  certification  (in¬ 
ventions  and  discoveries  are  to  be  re¬ 
ported  by  case  number,  name  of  in¬ 
ventor,  and  short  title) ; 


(3)  A  list  and  identification  of  the 
technical  repoi*ts  rendered  during  the 
course  of  the  work; 

(4)  A  certification  that  such  reports 
have  been  examined  and  that,  to  the 
best  of  his  knowledge,  they  contain  no 
Inventions  or  discoveries  other  than 
those  reported  in  subparagraph  (2)  of 
this  paragraph  (the  certificate  should 
include  a  statement  that  any  such  tech¬ 
nical  reports  not  yet  transmitted  to  AEC 
will  be  so  transmitted  upon  request) ; 

(5)  A  statement  that  (i)  the  note¬ 
books  kept  during  the  course  of  the  work 
either  have  been  turned  over  to  AEC  or 
are  held  in  custody  for  AEC  use  by  a 
designated  person,  and  (ii)  such  note¬ 
books  will  be  submitted  to  AEC,  Assist¬ 
ant  General  Counsel  for  Patents,  for 
examination  upon  request.  (AEC  may 
authorize,  upon  request,  continued  use 
of  such  notebooks  in  additional  research 
work  imder  other  AEC  contracts.) 

(c)  Ordinarily,  inventions  and  dis¬ 
coveries  will  be  reported  on  Form  AEC- 
213,  copies  of  which  are  available  at 
various  Field  and  Area  Offices.  Report¬ 
ing  of  inventions  promptly  and  in  ad¬ 
vance  of  the  completion  of  the  work 
under  the  respective  contracts  will  aid 
patent  clearance.  Submission  of  interim 
reports,  where  contracts  cover  an  ex¬ 
tended  period,  will  also  facilitate  the 
ffisposition  of  patent  matters  and  expe¬ 
dite  the  issuance  of  final  patent  clear¬ 
ance.  The  total  AEC  counsel,  in  collab¬ 
oration  with  the  local  Patent  Group  or 
Patent  Attorney  in  a  Field  or  Area  Office 
will  assist  negotiators  in  negotiating  pat¬ 
ent  provisions.  The  local  Patent  Group 
or  Patent  Attorney  will  generally  submit 
Patent  Information  sheets  and  other¬ 
wise  assist  Managers  of  Field  Offices 
and  Area  Managers,  contractors,  subcon¬ 
tractors  and  vendors  in  the  reporting 
of  inventions  and  discoveries,  the 
handling  of  patent  matters  and  the  prep¬ 
aration  of  certifications  to  initiate  pat¬ 
ent  clearance. 

§  9—9.5015  Acquisition  of  patent  rights. 

In  accordance  with  general  Govern¬ 
ment  practices,  AEC  may  acquire  rights 
in  patents  and  is  authorized,  pursuant 
to  section  153  of  the  Atomic  Energy  Act 
of  1954,  after  a  hearing  and  under  spec¬ 
ified  circumstances,  to  declare  certain 
patents  affected  with  the  public  interest. 

§  9—9.5016  Claims  for  patent  infringe¬ 
ment. 

Any  claims  for  alleged  unauthorized 
use  of  inventions  or  infringement  of 
patents  should  be  promptly  reported  to 
the  Assistant  General  Counsel  for  Pat¬ 
ents  for  processing. 

§9—9.5017  Claims  under  tlie  Atomic 
Energy  Acts  of  1916  and  1954. 

Under  section  11  of  the  Atomic  Energy 
Act  of  1946  patents  could  not  be  secured 
on  certain  inventions  or  discoveries,  and 
patents  issued  after  August  1,  1946  con¬ 
ferred  no  rights  to  the  extent  that  in¬ 
ventions  or  discoveries  were  used  for  cer¬ 
tain  specialized  purposes.  In  lieu  thereof 
provision  was  made  in  section  11  for 
application  for  an  award  in  a  proceeding 


before  the  AEC  Patent  Compensation 
Board.  Under  section  151a  of  the  Atomic 
Energy  Act  of  1954,  no  patent  shall  be 
issued  for  any  invention  or  discoveiy 
which  is  useful  solely  in  the  utilization 
of  special  nuclear  material  or  atomic 
energy  in  an  atomic  weapon.  Section 
151b  provides  that  patents  issued  there¬ 
after  confer  no  rights  to  the  extent  that 
such  invention  or  discovery  “is  used”  in 
atomic  weapons.  Section  157  provides  for 
reasonable  royalty  determination  in  the 
case  of  the  owner  of  a  patent  licensed 
imder  section  158  or  subsection  153b  or 
153e,  or  any  patent  licensee  thereunder* 
the  grant  of  just  compensation  for  the 
revocation  of  patents  and  patent  rights 
pursuant  to  section  151;  and  for  the 
grant  of  awards  to  persons  making  any 
invention  or  discovery  useful  in  the  pro¬ 
duction  or  utilization  of  special  nuclear 
material  or  atomic  energy  who  are  not 
entitled  to  reasonable  royalty  or  com¬ 
pensation  therefor  under  the  Act  and 
who  have  complied  with  the  provisions 
of  section  151c.  The  AEC  may  also,  upon 
the  recommendation  of  the  General  Ad¬ 
visory  Committee,  and  with  the  approval 
of  the  President,  grant  an  award  for  any 
especially  meritorious  contribution  to 
the  development,  use  or  control  of  atomic 
energy. 

§  9—9.5018  Definitions. 

As  used  in  the  regulations  of  this  part, 
the  stated  terms  in  singular  and  pliu-al 
are  defined  as  follows  for  the  purposes 
hereof : 

(a)  “Government  agency”  includes 
any  Executive  department  independent 
commission,  board,  office,  agency,  ad¬ 
ministration,  authority,  or  other  Gov¬ 
ernment  establishment  of  the  Executive 
Branch  of  the  Government  of  the  United 
States  of  America. 

(b)  “Invention”,  “Invention  or  discov¬ 
ery”  includes  any  art,  machine,  manu¬ 
facture,  design,  or  composition  of  matter, 
or  any  new  and  useful  improvement 
thereof,  or  any  variety  of  plant,  which 
is  or  may  be  patentable  under  the  Patent 
Laws  of  the  United  States  of  America  or 
any  foreign  country. 

(c)  “Contractor”  means  any  indivi¬ 
dual,  partnership,  public  or  private  cor¬ 
poration,  association,  institution,  or 
other  entity  which  is  a  party  to  the 
contract. 

(d)  “Contract”  means  any  actual  or 
proposed  contract,  agreement,  grant,  or 
other  arrangement,  or  subcontract  en¬ 
tered  into  with  or  for  the  benefit  of  the 
Government. 

(e)  “Made”,  “made  or  conceived” 
when  used  in  relation  to  any  invention 
or  discovery  means  the  conception  or  the 
first  actual  reduction  to  practice  of  such 
invention  or  discovery  in  the  course  of 
or  under  the  contract. 

(f)  “License  for  governmental  pur¬ 
pose”  means  the  right  of  the  (Government 
of  the  United  States  (including  any 
agency  thereof.  State,  or  domestic  muni¬ 
cipal  government)  to  practice  and  have 
practiced  (made  or  have  made,  used  or 
have  used,  sold  or  have  sold)  throughout 
the  world  by  or  on  behalf  of  the  Govern¬ 
ment  of  the  United  States. 
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(g)  “To  the  point  of  practical  applica¬ 
tion”  means  to  manufacture  in  the  case 
of  a  composition  or  product,  to  practice 
in  the  case  of  a  process,  or  to  operate  in 
the  case  of  a  machine,  and  imder  such 
conditions  as  to  establish  that  the  inven¬ 
tion  is  being  worked  and  that  its  benefits 
are  reasonably  accessible  to  the  public. 

§9-9.5019  Rights  in  inventions  and 
technical  data  in  AEC>supported  con¬ 
tractor  independent  research  and  de¬ 
velopment  projects., 

(a)  Where  AEC  accepts  a  share  of  the 
cost  of  an  independent  research  and  de¬ 
velopment  project  of  a  contractor  or  sub¬ 
contractor  and  its  share  of  the  cost  bears 
the  percentage  relationships  indicated  in 
5  9-15.50107l2(h)  to  the  total  cost  In¬ 
curred  or  to  be  incurred  for  such  projects 
during  the  contractor’s  or  subcon¬ 
tractor’s  annual  accounting  period,  the 
rights  to  be  obtained  in  and  to  technical 
data  developed  and  inventions  or  dis¬ 
coveries  made  or  conceived  in  the  course 
of  or  under  such  independent  research 
and  development  projects  shall  be  as  set 
forth  in  §  9-15.5010-12  (h). 

(b)  If  the  share  of  the  cost  provided 
by  all  of  AEC’s  contracts  and  subcon¬ 
tracts,  pursuant  to  the  evaluation  under 
|9-15.5010-12(h),  is  expected  to  be  less 
than  20  percent  of  the  cost  of  any  indi¬ 
vidual  I^D  project  of  the  contractor  or 
subcontractor,  a  provision  should  be 
added  to  the  contract  requiring  the  con¬ 
tractor  to  furnish  summary  reports  to 
the  Commission  upon  request  for  evalu¬ 
ation  purposes. 

(c)  If  the  share  of  the  cost  provided 
by  all  of  AEC’s  contracts  and  subcon¬ 
tracts  is  expected  to  be  20  percent  or 
more  of  the  cost  of  any  individual  IR&D 
project  of  the  contractor  or  subcon¬ 
tractor  but  less  than  75  percent,  then  a 
summary  report  shall  be  furnished  with¬ 
out  a  specific  Commission  request  and  a 
provision  should  be  added  to'the  contract 
requiring  the  contractor  (1)  to  promptly 
report  any  invention  or  discovery  made 
or  conceived  in  the  course  of  or  under 
any  such  IR&D  project  for  which  sup¬ 
port  is  20  percent  or  more  but  less  than 
75  percent  and,  if  requested  by  AEC,  to 
submit  a  complete  and  detailed  technical 
report,  (2)  to  grant  a  nonexclusive,  irrev¬ 
ocable,  paid-up  license  to  the  Commis¬ 
sion  for  Commission  purposes  to  any 
resulting  patent  application  or  patent, 
and  (3)  to  accord  the  Commission  the 
right  to  use  and  have  used  for  all  Com¬ 
mission  purposes  the  reports  submitted 
under  this  provision.  If  the  contractor 
includes  proprietary  information,  the 
same  shall  be  specifically  identified  in 
writing  at  the  time  of  submission.  If  sq 
identified,  it  will  be  treated  as  confiden¬ 
tial,  provided  any  such  information  is  not 
the  property  of  the  Gtovernment,  has  not 
otherwise  been  made  available  to  the 
Government  independently  of  the  con¬ 
tractor’s  submittal,  and  is  information 
which  the  contractor  has  protected  from 
unrestricted  use  by  others. 

(d)  If  the  share  of  the  cost  provided 
by  all  AEC  contracts  and  subcontracts  Is 
expected  to  be  75  percent  or  more  of  the 


cost  of  any  individual  IR&D  project  of 
the  contractor  or  subcontractor,  provi¬ 
sions  shall  be  Included  in  the  contract 
requiring  the  contractor  to: 

(1)  Furnish  to  AEC  all  technical  in¬ 
formation  and  data  on  the  supported 
projects  for  unlimited  dissemination  and 
use,  but  insofar  as  such  technical  In¬ 
formation  and  data  disclose  patentable 
subject  matter,  the  same  will  not  be  dis¬ 
seminated  until  patenting  action  has 
been  taken. 

(2)  Promptly  report  any  invention  or 
discovery  made  in  the  course  of  or.under 
any  such  IR&D  projects,  and  to  grant  a 
nonexclusive,  irrevocable,  paidup  license 
to  the  Gtovernment  for  all  purposes,  with 
the  right  to  grant  sublicenses  for  all  pur¬ 
poses  in  and  to  any  such  invention  or  dis¬ 
covery  and  to  any  patent  application  or 
patent  thereon. 

(e)  (1)  As  a  general  rule,  for  the  pur¬ 
pose  of  determining  AEC  technical  data 
and  patent  rights  as  provided  in  para¬ 
graphs  (b),  (c),  and  (d)  of  this  section 
when  the  share  of  the  cost  provided  by 
all  of  AEC’s  contracts  and  subcontracts 
is  expected  to  be  close  to  20  percent,  or 
greater  than  20  percent,  of  the  cost  of 
any  individual  IR&D  project  of  the  con¬ 
tractor  or  subcontractor,  there  should  be 
negotiated  an  advance  agreement  on  the 
estimated  AEC  share  of  the  cost  of  any 
such  project  and  AEC’s  rights  would  be 
determined  on  the  basis  of  such  esti¬ 
mates.  Such  rights  would  not  change  if 
the  AEC  share  of  the  actual  costs  in¬ 
curred  is  different  from  that  previously 
estimated  in  advance.  Such  advance 
agreements  should  provide  for  amend¬ 
ment  in  case  AEC  contracts  and  sub¬ 
contracts  subsequently  entered  into 
significantly  change  the  previously  esti¬ 
mated  AEC  share  of  the  cost  agreed  upon 
for  any  IR&D  project  during  the  perti¬ 
nent  period. 

(2)  ’The  contracting  ofiBcer  and  the 
contractor  may  agree  in  writing  in  cer¬ 
tain  instances  that  the  AEC  rights  in 
technical  data  and  patents  shall  be  de¬ 
termined  and  established  after  the  fact 
in  accprdance  with  paragraphs  (a),  (b), 
(c) ,  and  (d)  of  this  section  on  the  basis 
of  the  actual  AEC  share  in  the  cost  of 
any  such  IR&D  project. 

Subpart  9-9.51 — Copyrights 
§  9—9.5100  Copyrights. 

§  9—9.5101  Purpose  and  srope  of  sub¬ 
part. 

(a)  ’This  subpart  sets  forth  the  policy 
and  practices  of  the  AEC  as  to  use  and 
publication  of  copyrightable  materials, 
and  contract  provisions  in  connection 
with  the  procurement  of  material  sub¬ 
ject  to  copyright.  The  copyright  provision 
to  be  incorporated  in  sul^ontracts  shall 
be  determined  by  the  principles  appli¬ 
cable  to  contracts. 

(b)  ’The  policies  and  requirements  of 
this  subpart  shall  be  applied  to  cost-type 
contractor  procurement.  ’The  authoriza¬ 
tion  and  consent  clause  in  §  9-9.5105 
may  be  used  only  with  the  approval  of 
Managers  of  Field  Offices. 


§  9—9.5102  AEC  use  of  copyrighted  ma¬ 
terial. 

AEC  recognizes  that  the  owner  of 
copyrighted  material  has  property  rights 
in  such  material  and  it  is  the  policy  of 
AEC  that  it  will  not  knowingly  incorpo¬ 
rate  such  copyrighted  material  into  pub¬ 
lications  prepared  by  or  for  AEC  except 
with  the  written  consent  of  the  copyright 
owner.  The  attention  of  copyright  owners 
should  be  invited  in  appropriate  in¬ 
stances  to  the  Act  of  July  30,  1947  (title 
17,  U.S.C.  sec.  8)  providing  that  “the  pub¬ 
lication  or  republication  by  the  Gov¬ 
ernment  either  separately  or  in  a  public 
dociunent,  of  any  material  in  which  a 
copyright  is  subsisting  shall  not  be  taken 
to  cause  any  abridgement  or  annulment 
of  the  copyright  or  to  authorize  any  use 
or  appropriation  of  such  copyrighted  ma¬ 
terial  without  the  consent  of  the  copy¬ 
right  proprietor.” 

§  9—9.5103  Rights  in  <'opyrightahIe  ma¬ 
terial  under  eontraets. 

(a)  In  research  and  development  and 
other  contracts  (including  contracts  for 
translations,  or  for  the  preparation  of 
articles,  books  or  other  publications) 
imder  which  material  subject  to  copy¬ 
right  may  be  furnished'  in  the  form  of 
technical  or  progress  reports,  memo¬ 
randa,  papers  or  articles  prepared  as  to 
the  work  AEC  has  employed  a  provision 
under  which  all  scientific  and  technical 
data,  specifications,  reports,  papers,  arti¬ 
cles  and  other  memoranda  “shall  be  and 
remain  the  property  of  the  Government, 
and  the  Government  shall  have  the  right 
to  use  such  scientific  and  tecthnical  data, 
specifications,  reports  and  memoranda 
in  any  manner  without  claim  for  addi¬ 
tional  compensation.  (See  §  9-7.5006-13.) 
Although  the  foregoing  provision  or  a 
similar  provision  is  incorporated  and 
such  reports  and  papers  are  the  property 
of  the  Government  and  any  report, 
memoranda,  paper  or  article  composed 
may  be  considered  a  Government  publi¬ 
cation  for  which  copyrights  are  specifi¬ 
cally  excluded  in  accordance  with  the 
provisions  of  section  8,  title  17,  United 
States  Code,  it  is  desirable  to  provide 
specifically  for  the  disposition  of  any 
copyrightable  material  not  compre¬ 
hended  by  such  provision. 

(b)  In  the  event  that  a  contract  does 
not  contain  a  provision  under  which  the 
material,  reports,  papers,  etc.,  produced, 
composed  or  furnished  under  a  contract 
become  the  property  of  the  Government, 
a  provision  should  be  incorporated  in  the 
contract  that  the  Government  acquires 
the  right  to  determine  the  disposition  of 
copyrightable  material  or  receives  at 
least  a  royalty-free,  nonexclusive  and 
Irrevocable  license  to  such  material  first 
produced,  comf>osed  or  furnished  under 
the  contract,  with  a  right  to  authorize 
others  to  reproduce,  publish  and  use  the 
same,  leaving  the  contractor  free  to  take 
out  a  copyright  in  his  own  name  if  he  so 
desires. 

(c)  In  the  event  that  a  contractor  in- 
conx>rates  copyrighted  material  already 
owned  by  it  or  others  in  the  material 
furnished  to  the  Government,  a  provi¬ 
sion  for  a  license  to  the  Government  in 
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such  material  should  be  secured  when¬ 
ever  appropriate. 

(d)  Appropriate  provisions  as  to  copy¬ 
rightable  material  should  be  included  in 
contracts  whether  the  material  subject 
to  copyright  is  the  main  item  of  the  con¬ 
tract  or  is  merely  incidental.  In  instances, 
where  the  translation  or  the  preparation 
of  articles,  books,  or  other  copyrightable 
material  is  the  principal  subject  matter 
of  the  contract,  the  following  article 
should  be  incorporated; 

Copyright 


(2)  The  contractor  agrees  that  it  will  not 
include  any  copyrighted  material  in  any 
written  or  copyrtghtable  material  furnished 
or  delivered  under  this  contract,  without  a 
license  as  provided  t(x  In  paragraph  (1)  (11) 
hereof,  or  without  the  consent  of  the  copy¬ 
right  owner,  unless  specific  written  approval 
of  the  Contracting  Officer  to  the  Inclusion  of 
such  copyrighted  material  is  secured. 

(3)  The  contractor  agrees  to  report  to  the 
Commission,  promptly  and  In  reasonable 
written  detaU,  any  notice  or  claim  of  copy¬ 
right  infringement ,  received  by  the  con¬ 
tractor  with  respect  to  any  material  delivered 
imder  this  contract. 


than  fulfillment  of  the  contract.  In  such 
instances,  to  assure  that  the  contracts 
appreciates  the  limits  of  the  authoriza¬ 
tion,  the  following  may  be  added  at  the 
end: 

Except  for  the  foregoing  authorization  and 
consent,  any  liability  arising  from  Infringe- 
ment  of  any  copyrighted  work  protected 
under  the  copyright  laws  of  the  United  States 
resulting  from  contractor’s  performance  of 
the  contract,  the  contractor  agrees  to  in¬ 
demnify  the  Government,  Its  officers,  agents 
servants  and  employees  against  liability  for 
Infringement  of  any  such  copyright. 


(1)  The  contractor  (1)  agrees  that  the 
Commission  shall  determine  the  disposition 
of  the  title  to  and  the  rights  under  any  copy¬ 
right  secured  by  the  contractor  or  Its  em¬ 
ployees  on  copyrightable  material  first 
produced  or  composed  under  this  contract 
and  (11)  hereby  grants  to  the  Government 
a  royalty-free,  nonexclusive.  Irrevocable  li¬ 
cense  to  reproduce,  translate,  publish,  use 
and  dispose  of,  and  to  authorize  others  so  to 
do,  all  copyrighted  or  copyrightable  work  not 
first  produced  or  composed  by  the  contractor 
In  the  performance  of  this  contract  but  which 
Is  incorporated  in  the  material  fiunished 
under  the  contract,  provided  that  such 
license  shall  be  only  to  the  extent  the  con¬ 
tractor  now  has,  or  prior  to  the  completion 
or  final  settlement  of  the  contract  may  ac¬ 
quire,  the  right  to  grant  such  license  without 
becoming  liable  to  pay  compensation  to 
others  solely  because  of  such  grant. 

(2)  The  contractor  agrees  that  It  will  not 
Include  any  copyrighted  material  In  any 
written  or  copyrightable  material  furnished 
or  delivered  under  this  contract,  without  a 
license  as  provided  for  In  paragraph  (1)  (11) 
hereof,  or  without  the  consent  of  the  copy¬ 
right  owner,  unless  specific  written  ai>proval 
of  the  Contracting  Officer  to  the  Inclusion  of 
such  copyrighted  material  is  secured. 

(3)  The  contracts  agrees  to  report  In 
writing  to  the  Commission,  promptly  and  in 
reasonable  detail,  any  notice  or  claim  of 
copyright  Infringement  received  by  the  con¬ 
tractor  with  respect  to  any  material  de¬ 
livered  under  this  contract. 

(e)  The  foregoing  provision  is  pre¬ 
ferred  for  contracts  where  the  reports, 
papers  or  other  copyrightable  material 
become  the  property  of  the  (3ovemment. 
Nevertheless,  in  such  contracts  as  well  as 
in  other  contracts  where  the  incorpora¬ 
tion  of  a  provision  as  to  copyrightable 
material  is  appropriate  the  following 
provision  may  be  used: 

Copyright 

(1)  The  contractcMT  agrees  to  and  does 
hereby  grant  to  the  Government,  and  to  Its 
officers,  agents,  servants  and  employees  act¬ 
ing  within  the  scope  of  their  official  duties, 
(1)  a  royalty-free  nonexclusive  and  Irrevo¬ 
cable  license  to  reproduce,  translate,  publish, 
use,  and  dispose  of,  and  to  authorize  others 
so  to  do,  all  copyrightable  material  first  pro¬ 
duced  or  composer  under  this  contract  by 
the  contractor.  Its  employees  or  any  Indi¬ 
vidual  or  concern  specifically  employed  or 
assigned  to  originate  and  prepare  such  mate¬ 
rial;  and  (11)  a  license  as  aforesaid  under 
any  and  all  copyrighted  or  copyrightable 
work  not  first  produced  or  composed  by  the 
contractor  In  the  performance  of  this  con¬ 
tract  but  which  is  Incorporated  In  the  mate¬ 
rial  furnished  under  the  contract,  provided 
that  such  license  shall  be  only  to  the  extent 
the  contractor  now  has,  or  prior  to  com¬ 
pletion  or  final  settlement  of  the  contract 
may  acquire  the  right  to  grant  such  license 
without  becoming  liable  to  pay  compensation 
to  others  solely  because  of  such  grant. 


(f)  If  the  circumstances  warrant  spe¬ 
cial  arrangements,  such  arrangements 
should  be  reviewed  at  the  time  of  nego¬ 
tiation,  or  if  proposed  during  the  course 
of  the  contract,  at  the  time  of  proposal 
with  the  Managers  of  Field  Offices  and 
with  the  Assistant  General  Counsel  for 
Patents. 

§  9—9.5104  Copyright  indemnificution 

of  Government. 

There  may  be  certain  circumstances 
under  which  it  is  appropriate  for  the 
contractor  to  indemnify  the  (jovernment 
as  respects  any  copyright  infringement. 
This  would  be  particularly  true  in  con¬ 
nection  with  contracts  where  translation 
or  preparation  of  articles,  books  or  other 
copyrighted  material  is  one  of  the  im¬ 
portant  aspects  of  the  contract.  In  such 
event  the  following  provision  is  suggested 
for  incorporation: 

Except  as  otherwise  provided,  the  contrac¬ 
tor  agrees  to  Indemnify  the  Government,  Its 
officers,  agents,  servants,  and  employees 
against  liability.  Including  costs  and  ex¬ 
penses,  for  the  Infringement  of  any  copyright 
In  any  work  protected  under  the  copyright 
laws  of  the  United  States  arising  out  of  the 
performance  of  this  contract,  including  the 
reproduction,  translation,  publication  or  use 
of  any  such  copyrighted  material. 

§  9—9.5105  Government  authorization 
and  consent. 

There  may  be  special  situations  where 
the  Government  specifically  directs  a 
contractor  to  perform  certain  work  which 
might  constitute  infringement  of  copy¬ 
rights.  If,  for  example,  the  Government 
requests  a  specific  reproduction  of  a  for¬ 
eign  work  when  it  cannot  be  ascertained 
that  there  is  a  valid  copyright,  and  the 
Government  desires  to  avoid  delay  that 
would  be  caused  by  making  sure,  the 
Government  would  authorize  and  con¬ 
sent  to  the  use  of  such  possibly  copy¬ 
righted  material.  However,  it  is  felt  that 
the  matter  of  such  authorization  or  con¬ 
sent  by  the  Government  should  arise  only 
in  unusual  cases.  In  such  circumstances 
the  following  authorization  and  consent 
article  is  suggested  for  use; 

The  Government  hereby  grants  Its  au¬ 
thorization  and  consent  to  use  (speclficaUy 
Identified  subject  matter)  In  the  course  of 
the  work  to  be  performed  by  the  contractor 
under  this  contract. 

As  the  exclusive  remedy  for  the  use  by 
the  contractor  under  the  foregoing  au¬ 
thorization  and  consent  is  against  the 
Government,  it  should  be  accorded  only 
insofar  as  it  is  necessary  for  the  contrac¬ 
tor  to  perform  the  contract.  It  is  not 
deemed  an  authorization  and  consent  to 
the  contractor  to  use  for  purposes  other 


§  9-9.5106  Copyrights  in  motion  pic- 
tures. 

In  all  contracts  for  motion  pictures  or 
for  the  production  of  motion  pictures  or 
the  preparation  of  motion  picture  scripts, 
translations,  adaptations,  and  the  like’, 
the  following  article  shall  be  included: 

Copyrights 

(a)  The  contractor  agrees  that  all  ma¬ 
terial  forming  the  subject  matter  of  this 
contract  and  first  produced  In  the  perform¬ 
ance  of  this  contract  shall  be  the  sole  prop¬ 
erty  of  the  Government,  and  may  not  be 
published  or  reproduced.  In  whole  or  In  part, 
or  In  any  manner  or  form,  other  than  by  the 
Government  or  with  Its  express  consent.  The 
contractor  further  agrees  that  no  right  at 
common  law  or  Inequity  shall  be  asserted  and 
no  claim  to  copyright  by  statute  shall  be 
established  by  the  contractor  in  any  material 
first  produced  In  the  performance  of  this 
contract. 

(b)  "nie  contractor  agrees  to  grant  and 
does  hereby  grant  to  the  Government  a 
royalty-free,  nonexclusive  and  Irrevocable 
license  (1)  to  publish,  translate,  reproduce, 
use,  and  dispose  of,  In  any  manner,  any  and 
all  copyrighted  or  copyrightable  material  not 
first  produced  or  composed  in  the  perform¬ 
ance  of  this  contract  but  which  Is  incor¬ 
porated  In  the  material  furnished  under  the 
contract;  and  (2)  to  authorize  others  so 
to  do. 

(c)  The  contractor  agrees  to  Indemnify 
and  save  and  hold  harmless  the  Government, 
Its  officers,  agents  and  employees  acting  wlUi- 
In  the  scope  of  their  official  duties  against 
any  liability.  Including  costs  and  expenses, 
(1)  for  violation  of  copyright  or  any  other 
proprietary  rights,  arising  out  of  the  repro¬ 
duction,  use  or  disposition  of  any  copyrighted 
or  copyrightable  material  furnished  under 
this  contract,  or  (2)  based  upon  any  libel¬ 
ous  or  other  unlawful  matter  contained  In 
said  material. 


PART 

9-10— BONDS  AND 
INSURANCE 

Sec. 

9-10.000 

Scope  of  part. 

Subport  9—10.1 — Bonds 

9-10.102 

Definitions. 

9-10.102-50 

Fidelity  bond. 

9-10.103 

Bid  guarantees. 

9-10.103-1 

Policy  on  use. 

9-10.104 

Performance  bonds. 

9-10.104-1 

Construction  contracts. 

9-10.104-2 

Other  than  construction  con¬ 
tracts. 

9-10.105 

Payment  bonds. 

9-10.105-1 

Construction  contracts. 

9-10.105-2 

Other  than  construction  con¬ 
tracts. 

9-10.150 

Fidelity  bonds. 

9-10.151 

Execution  and  administration 
of  bonds. 

9-10.152 

Contract  articles. 
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Subpart  9—1 0.2 — Sureties  on  Bonds 

S6C> 

^10.260  Corporate  co-sureties. 

9-lo!26i  Partnerships  as  sureties. 

g-10.252  Substitution  or  replacement  of 

a  surety. 

Subpart  9—10.3 — Insurance 

^10.350  [Reserved! 

9-10.361  Contract  article. 

ATrTHORrTT;  The  provisions  of  this  Part 
9-10  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 

42  XTS.C.  2201:  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended.  63  Stat.  390, 40  U.S.C.  486. 

§  9-10.000  Scope  of  part. 

(a)  This  part  implements  and  supple¬ 
ments  the  requirements  on  bonds  and  in¬ 
surance  set  forth  in  FPR  Part  1-10. 

(b)  The  provisions  of  FPR  1-10.104-1 
and  1-10.105-1,  and  the  corresponding 
AECPR’s,  apply  to  construction  subcon¬ 
tracts  in  excess  of  $2,000  awarded  by 
cost-type  contractors. 

(c)  The  other  policies  and  procedures 
of  FPR  Part  1-10  and  Part  9-10  shall 
be  applied  to  other  types  of  procurement 
by  cost-type  contractors. 

Subpart  9-10.1 — Bonds 
§  9-10.102  Definitions. 

§  9-10.102—50  Fidelity  bonds. 

A  blanket  fidelity  bond  is  a  bond  un¬ 
der  which  the  obligor  agrees  to  indem¬ 
nify  an  employer  up  to  an  amount  stated 
in  the  bond  for  losses  caused  by  dishon¬ 
esty  on  the  part  of  all  employees  except 
those  expressly  excluded  by  written  en¬ 
dorsement  on  the  bond.  A  blanket  posi¬ 
tion  fidelity  bond  affords  the  employer 
such  protection  with  respect  to  all  posi¬ 
tions  except  those  expressly  excluded  by 
written  endorsement  on  the  bond.  An  in¬ 
dividual  fidelity  bond  affords  the  em¬ 
ployer  such  protection  with  respect  to  a 
named  individual,  and  a  schedule  fidelity 
bond  protects  the  employer  against  the 
dishonesty  of  any  employee  or  employ¬ 
ees  included  in  a  schedule  of  named 
Individuals. 

§  9—10.103  Bid  guarantees. 

§  9-10.103—1  Policy  on  use. 

(a)  In  addition  to  the  restrictions  on 
use  of  bid  guarantees  in  FPR  1-10.103-1 
(a),  a  bid  guarantee  may  be  required 
only  for  lump-sum  or  unit-price  con¬ 
tracts  entered  into  as  a  result  of  formal 
advertising,  and  may  not  be  required  for 
negotiated  contracts.  However,  a  bid 
guarantee  may  be  required  for  a  Ixunp- 
sum  or  a  unit-price  construction  subcon¬ 
tract  under  a  prime  cost-type  contract 
when  the  subcontract  is  entered  into 
under  procedures  similar  to  formaji 
advertising. 

§9-10.104'  Performance  bonds. 

Performance  bonds  shall  not  be  fur¬ 
nished  at  Government  expense  in  con¬ 
nection  with  AEC  cost-type  contracts 
and  cost-type  subcontracts. 

§9-10.104—1  Construction  contracts. 

A  performance  bond  on  Standard 
Form  25  (modified  to  name  the  AEC 
prime  cost-type  contractor  as  well  as 


the  United  States  of  America  as  obligees) 
shall  be  required  for  all  lump-sum  and 
unit-price  construction  subcontracts  in 
excess  of  $2,000  where  the  subcontracts 
are  imder  cost-type  prime  contracts  (or 
under  cost-type  subcontracts  under  cost- 
type  prime  contracts).  The  penal 
amounts  should  be  as  set  forth  in  FPR 
1-10.104-1  (b). 

§  9—10.104—2  Other  than  construction 
contracts. 

Situations  in  addition  to  those  listed 
in  FPR  1-10.104-2  (b)  which  may  war¬ 
rant  requiring  a  performance  bond  are: 

(a)  "Where  doubt  exists  as  to  the  fi¬ 
nancial  or  technical  ability  of  all  possible 
suppliers. 

(b)  Where  the  contractor’s  talent  is 
overly  concentrated  in  a  few  key  per¬ 
sonnel  whose  illness  or  departure  could 
seriously  impair  the  contractor’s  ability' 
to  perform  the  proposed  W'ork. 

(c>  "Where  other  commitments  of  the 
contractor  might  delay  performance. 

(d)  "Where  performance  of  the  pro¬ 
posed  work  might  disrupt  other  opera¬ 
tions  of  the  contractor  and  impair  its 
overall  efficiency. 

(e)  Where  the  item  being  manufac¬ 
tured  is  a  component  for  another  article 
and  is  required  by  a  particular  date  in 
order  to  avoid  delay  in  delivery  of  the 
end  product. 

§  9—10.105  Payment  bonds. 

Payment  bonds  shall  not  be  furnished 
at  Government  expense  in  connection 
with  cost-type  contracts  and  cost-type 
subcontracts. 

§  9—10.105—1  Construction  contracts. 

A  payment  bond  on  Standard  Form 
25A  (modified  to  name  the  AEC  prime 
cost- type  contractor  as  well  as  the  United 
States  of  America  as  obligees)  shall  be 
required  for  all  lump-sum  and  unit-price 
construction  subcontracts  in  excess  of 
$2,000  where  the  subcontracts  are  imder 
cost- type  prime  contracts  (or  under  cost- 
type  subcontracts  under  cost-type  prime 
contracts) .  The  penal  amounts  should 
be  as  set  forth  in  FPR  1-10. 105-1  (b). 

§  9—10.105—2  Other  than  construction 
contracts. 

Determinations  that  it  is  in  the  best 
interest  of  the  Government  to  require 
payment  bonds  In  connection  with  other 
than  construction  contracts  may  be  made 
by  the  contracting  officer  on  Individual 
procurements.  In  the  case  of  either  ad¬ 
vertised  or  negotiated  procurements, 
whenever  the  contracting  officer  has 
reason  to  believe  that  work  under  a 
proposed  contract  might  be  delayed  be¬ 
cause  of  the  concern  of  subcontractors  or 
suppliers  over  the  credit  standing  of  a 
potential  prime  contractor,  he  should 
consider  the  advisability  of  requiring  a 
payment  bond. 

§9—10.150  Fidelity  bonds. 

Basic  policy.  Fidelity  bonds  shall  not 
be  required  in  connection  i.dth  fixed- 
price  contracts.  Under  cost-tsrpe  con¬ 
tracts  as  a  general  rule,  fidelity  bonds 
should  not  be  recommended  by  contract¬ 
ing  officers  for  approval  even  though 
under  the  terms  of  a  particular  contract 


or  subcontract  losses  normally  covered 
by  such  bonds  might  fall  upon  the 
Government. 

§  9—10.151  Execution  and  administra¬ 
tion  of  bonds. 

(a)  Bid  bonds.  In  the  case  of  prime 
actions,  prior  to  award  of  a  contract  the 
contracting  officer  shall  obtain  review 
of  the  bid  bond  furnished  with  the  suc¬ 
cessful  bid  (1)  as  to  legal  form  and  suffi¬ 
ciency  by  counsel,  and  (2)  as  to  accept¬ 
ability  of  the  surety  by  the  local  AEC 
insurance  representative.  In  the  case  of 
construction  subcontract  actions,  prior 
to  award  of  a  subcontract  the  contract¬ 
ing  officer  or,  with  his  approval,  the  cost- 
type  contractor  shall  obtain  review  of  the 
bid  bond  furnished  with  the  successful 
bid,  (3)  as  to  legal  form  and  sufficiency, 
and  (4)  as  to  acceptability  of  the  surety 
and  adequacy  of  the  bond. 

(b)  Performance  and  payment  bonds. 

In  the' case  of  prime  actions,  the  con¬ 
tracting  officer  shall  obtain  review  of 
such  bonds  (1)  as  to  legal  form  and 
sufficiency,  and  (2)  as  to  adequacy.  In 
the  case  of  construction  subcontract  ac¬ 
tions,  the  contracting  officer  or,  with  his 
approval,  the  cost-type  contractor  (or 
cost-type  subcontractor  under  a  cost- 
type  prime  contractor) ,  shall  obtain 
review  of  such  bonds  (3)  as  to  legal  form 
and  sufficiency,  and  (4)  as  to  accepta¬ 
bility  of  the  surety  and  adequacy  of  the 
bond. 

§  9—10.152  Conlracl  articles. 

Standard  contract  articles  pertaining 
to  bonds  are  set  forth  In  FPR  1-7.101-9 
and  §  9-7.5006-51. 

Subpart  9—10.2 — Sureties  on  Bonds 
§  9—10.250  Corporate  co-sureties. 

More  than  one  corporate  surety  may 
be  accepted  as  surety  upon  any  recog¬ 
nizance,  stipulation,  bond  or  undertaking 
in  connection  with  either  construction 
contracts  or  contracts  other  than  con¬ 
struction  contracts,  provided  that  in  no 
case  will  the  liability  of  any  such  co¬ 
surety  exceed  the  maximum  penal  sum 
in  which  the  corporate  surety  is  qualified 
to  underwrite  any  one  obligation.  On 
bonds  covering  contracts  other  than  con¬ 
struction  contracts,  where  the  amount  of 
the  bond  is  greater  than  the  underwrit¬ 
ing  limitation  of  the  corporate  surety, 
the  latter  may  reinsure  with  a  corpora¬ 
tion  on  the  acceptable  list  of  corporate 
sureties  having  the  required  underwrit¬ 
ing  capacity.  Reinsurance  agreements 
are  not  acceptable  in  connection  with 
construction  contracts.  Corporate  co¬ 
sureties  need  not  obligate  themselves  for 
the  full  amount  of  the  bond.  Each  cor¬ 
porate  surety  may,  by  setting  forth  the 
limit  of  its  liability  in  the  bond  as  a 
definite  and  specified  sum,  limit  such 
liability.  The  co-sureties  must,  however, 
bind  themselves  “jointly  and  severally’’ 
for  the  purpose  of  allowing  a  joint  action 
or  actions  against  any  or  all  of  them. 

§  9—10.251  Partnerships  as  sureties. 

A  partnership  or  other  imincorporated 
association,  as  such,  shall  not  be  ac¬ 
cepted  as  a  surety.  The  individual  mem¬ 
bers  of  the  partnership  or  association 
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may,  of  course,  qualify  as  sureties,  pro¬ 
vided  they  meet  the  requirements  set 
forth  in  PPR  1-10.203.  Individual  mem¬ 
bers  of  a  partnership  or  association  shall 
not,  however,  be  acceptable  as  sureties  on 
bonds  \mder  which  the  partnership  or 
association,  or  any  co-partner  or  member 
thereof,  is  the  principal  obligor. 

§  9—10.252  Substitution  or  replarement 
of  a  surety. 

In  case  of  financial  embarrassment, 
failure  or  other  disqualifying  cause  on 
the  part  of  a  surety  under  a  bond,  the 
contracting  ofiRcer  shall  require  the  sub¬ 
stitution  of  a  new  surety  satisfactory 
to  him. 

Subpart  9—10.3 — Insurance 

§  9—10.350  [Reserved] 

§  9—10.351  Contract  article. 

The  contract  article  pertaining  to  in¬ 
surance  is  set  forth  in  §  9-7.5006-51. 


PART -9-11— FEDERAL,  STATE,  AND 
LOCAL  TAXES 

Subpart  9—1 1 .2 — Exemptions  From  Federal  Excise 
Taxes 

Sec. 

9-11.203  Supplies  and  services  for  the  exclu¬ 
sive  use  of  the  United  States. 

Subpart  9—1 1 .3 — State  and  Local  Taxes 
9-11.350  Policy. 

Subpart  9—1 1 .4— Contract  Clauses 

9-11.450  Cost- type  contracts. 

9-11.451  Purchase  orders  and  subcontracts 
under  cost-type  contracts. 
9-11.452  Cost-type  contract  clause. 

Atjthobitt:  The  provisions  of  this  Part 
9-11  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

Subpart  9-11.2 — Exemptions  From 
Federal  Excise  Taxes 

§  9—1 1 .203  Supplies  and  services  for  the 
exclusive  use  of  the  United  States. 

(a)  The  exemption  respecting  taxes 
on  communication  services  or  facilities 
has  been  held  to  extend  to  such  services 
when  furnished  to  AEC  cost-type  con¬ 
tractors  who  pay  for  such  services  or 
facilities  from  advances  mtuie  to  them  by 
the  AEC  under  their  contracts. 

(b)  Additional  exemptions:  Where  it 
is  considered  that  a  request  for  an  addi¬ 
tional  exemption  would  be  justified,  a 
recommendation  that  such  a  request  be 
made  should  be  forwarded  to  the 
Controller. 

(c)  Exemption  certificates:  Where  tax 
exemption  certificates  are  required  in 
connection  with  the  foregoing  taxes,  the 
Manager  of  the  Field  Office  will  supply 
standard  Government  forms  on  request. 

Subpart  9-1 1 .3 — State  and  Local 
Taxes 

§  9—1 1 .350  Policy. 

It  is  the  policy  of  AEC  to  secure  those 
immunities  or  exemptions  from  State  and 
local  taxes  to  which  it  is  entitled  imder 
the  Federal  Constitution  or  State  laws. 


In  carridng  out  this  policy.  Managers  of 
Field  Offices  shall: 

(a)  Take  all  necessary  steps  to  pre¬ 
clude  pa3mient  of  any  taxes  as  to  which 
any  of  the  foregoing  immunities  or  ex¬ 
emptions  are  available.  Advice  of  counsel 
should  be  sought  as  to  the  availability 
of  such  Immunities  or  exemptions. 

(b)  Procure  directly  and  furnish  to 
contractors  as  Govemment-fumished 
property,  equipment,  material,  or  services 
when,  in  the  opinion  of  the  Managers  of 
Field  Offices: 

(1)  Such  direct  procurement  will  re¬ 
sult  in  substantial  savings  to  the  Govern¬ 
ment,  taking  into  consideration  any 
additional  administrative  costs  that  may 
be  involved,  and 

(2)  Such  direct  procurement  will  not 
have  a  substantial  adverse  effect  on  the 
relationship  between  AEC  and  its  con¬ 
tractor,  and 

(3)  Such  direct  procurement  will  not 
have  a  substantial  adverse  effect  on  the 
AEC  program  or  schedules. 

Subpart  9—11.4 — Contract  Clauses 
§  9—11.450  Cosl-lype  contracts. 
Contracting  officers  should  include  an 


appropriate  contract  clause  in  AEC  cost- 
type  contracts  (and  cost-type  subcon¬ 
tracts  where  the  higher-tier  contracts 
and  subcontracts  are  cost-type)  which 
would  require  that  the  contractor  take 
certain  actions  with  regard  to  nonpay¬ 
ment,  payment,  protest,  or  other  treat¬ 
ment  of  specific  taxes. 

§  9—11.451  Purchase  orders  and  subcon¬ 
tracts  under  cost-type  contracts. 

(a)  Contracting  officers  should  assure 
that  tax  matters  are  appropriately 
treated  in  their  review  and  approval  of 
a  cost-type  contractor’s  procurement 
methods  and  system  and  in  their  review 
and  approval  of  purchase  order  and  sub¬ 
contract  forms  as  well  as  individual 
procurements  by  such  contractor.  An  ap¬ 
propriate  tax  article  should  be  included 
in  all  fixed-price  purchase  orders  and 
subcontracts  under  cost-type  contracts. 
Examples  are  set  forth  in  FPR  1-11.401-1 
and  1-11.401-2.  For  cost-type  subcon¬ 
tracts,  the  clause  in  S  9-11.452  should  be 
utilized  (with  appropriate  adaptations). 

(b)  Contracting  officers  should  also 
assure  that  fixed-price  subcontracts  and 
purchase  orders  of  cost-type  contractors 
contain  provisions  covering  all  tax  mat¬ 
ters  which  may  require  special  considera¬ 
tion  (see  FPR  1-11.401-4) . 

§  9—1 1 .452  Cost-type  rontrart  clause. 

The  following  clause  is  suggested  for 
use  in  cost-type  contracts: 

State  and  Local  Taxes 

(a)  The  Contractor  agrees  to  notify  the 
Commission  otf  any  State  or  local  tax,  fee, 
or  charge  levied  or  purported  to  be  levied 
on  or  collected  from  the  Contractor  with 
respect  to  the  contract  work,  any  transaction 
thereunder,  or  property  In  the  custody  or 
control  of  the  Contractor  and  constituting 
an  allowable  Item  of  cost  If  due  and  payable, 
but  which  the  Contractor  has  reason  to  be¬ 
lieve,  or  the  Commission  has  advised  the 
Contractor,  Is  or  may  be  Inapplicable  or 


invalid; »  and  the  Contractor  further  agrees 
to  refrain  from  paying  any  such  tax,  fee,  <» 
charge  rmless  authorized  In  writing  by  the 
Commission.  Any  State  or  local  tax,  fee,  or 
charge  paid  with  the  approval  of  the  Com¬ 
mission  or  on  the  basis  of  advice  from  the 
Ck>mmls6lon  that  such  tax,  fee,  or  charge  Is 
applicable  and  valid,  and  which  would  other¬ 
wise  be  an  allowable  item  of  cost,  shall  not 
be  disallowed  as  an  Item  of  cost  by  reason  (X 
any  subsequent  ruling  or  determination  that 
such  tax,  fee,  or  charge  was  In  fact  Inapplica¬ 
ble  or  Invalid. 

(b)  The  Contractor  agrees  to  take  such 
action  as  may  be  required  or  approved  by 
the  Comml^ion  to  cause  any  State  or  local 
tax,  fee,  or  charge  which  would  be  an  allow¬ 
able  cost  to  be  paid  under  protest;  and  to 
take  such  action  as  may  be  required  or 
approved  by  the  Commission  to  seek  recovery 
of  any  payments  made,  Including  assignment 
to  the  Government  or  Its  designee  of  all  rights 
to  an  abatement  or  refund  thereof,  and 
granting  permission  for  the  Government  to 
Join  with  the  Contractor  In  any  proceedings 
for  the  recovery  thereof  or  to  sue  for  recovery 
In  the  name  of  the  Contractor.  If  the  Com¬ 
mission  directs  the  Contractor  to  Institute 
litigation  to  enjoin  the  collection  of  or  to 
recover  payment  of  any  such  tax,  fee,  or 
charge  referred  to  above,  or  If  a  claim  or  suit 
is  filed  against  the  Contractor  for  a  tax,  fee, 
or  charge  It  has  refrained  from  paying  in 
accordance  with  this  article,  the  procedures 
and  requirements  of  the  article  entitled  “Liti¬ 
gation  and  Claims”  shall  apply  and  the  costs 
and  expenses  incurred  by  the  Contractor  shall 
be  allowable  Items  of  cost,  as  provided  In  this 
contract,  together  with  the  amount  of  any 
Judgment  rendered  against  the  Contractor. 

(c)  The  Government  shall  save  the  Con¬ 
tractor  harmless  from  penalties  and  Interest 
Incurred  through  compliance  with  this  arti¬ 
cle.  All  recoveries  or  credits  In  respect  of  the 
foregoing  taxes,  fees,  and  charges  (Including 
Interest)  shall  inure  to  and  be  for  the  sole 
benefit  of  the  Government. 


Sec. 

9-12.(X)0 


PART  9-12— LABOR 


Scope  of  part. 

Subpart  9—12.1 — Basic  Labor  Policies 
9-12.100  General. 

9-12.101  Labor  relations  (contractor  per¬ 

sonnel  management  and  labor 
relations) . 

Overtime,  extra-pay  shifts,  and 
multi-shift  work. 

Approvals. 

Federal  and  State  labor  require¬ 
ments. 

Applicability. 

Retention  of  payroll  and  asso¬ 
ciated  records. 

Subparl  9-1 2.2 — Convict  Labor 
9-12.202  AppllcabUlty. 

Subpart  9—12.3 — Contract  Work  Hours  Standards 
Act 

9-12.302  AppllcablUty. 

Subpart  9-12.4— Labor  Standards  in  Conslructiofl 
Contracts 


9-12.102 


9-12.102-4 

9-12.103 


9-12.103-50 

9-12.103-51 


9-12.400  Scope  of  subi>art. 

9-12.401  Statutory  and  regulatory  re¬ 
quirements. 

9-12.401-50  Department  of  Labor  approval. 
9-12.402  Applicability. 

9-12.402-50  General. 

» Requirement  for  notice  may  be  broadened 
to  Include  all  State  and  local  taxes  which  may 
be  claimed  as  allowable  costs  when  considered 
to  be  appropriate. 
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9-12.402-51  Nonooverage  (Davls-Baoon  and 
Copeland  Acte). 

9-12.402-52  Administrative  controls  and 
criteria  for  application  of  Da- 
vls-Bacon  Act  In  operational 
or  maintenance  activities. 

^12.403  Contract  clauses. 

9-12.403-50  Special  clause  for  "operating 
type”  contracts. 

9-12.404  Administration  and  enforce¬ 
ment. 

9-12.404-2  Wage  determinations. 

9-12.404-50  Use  and  duration  of  wage  de¬ 
terminations. 

9-12.404-51  Responsibilities. 

9-12.450  De(^loins  and  other  guides  in 
difficult  areas. 

9-12.450-1  General. 

9-12.450-2  Specific  examples. 

Swbperl  9-12.6 — Walsh-Healey  Public  Contracts 
Act 

9-12.602  Applicability. 

9-12.602-3  Department  of  Labor  regiila- 
tions  and  Interpretations. 

9-12.650  Safety  and  health  standards. 

Subpart  9—12.7 — [Reserved] 

Subport  9—12.8 — Equal  Opportunity  in 
Employment 

9-12.800  Scope  of  subpart. 

9-12.805  Administration. 

9-12.805-1  Duties  of  agencies. 

9-12.805-50  Preaward  procedme  for  for¬ 
mally  advertised  supply  con¬ 
tracts  of  $1  million  or  more. 

9-12.805-51  Preaward  contract  actions — 
nonexempt  contracts. 

9-12.810  Affirmative  action  compliance 
programs. 

9-12.810-50  Definitions. 

Swbpart  9-1 2.9 — Service  Contract  Act  of  1965 

9-12.902  Applicability. 

9-12.904  Contract  clauses. 

9-12.904-1  Clause  for  Federal  service  con- 
treicts  In  excess  of  $2,500. 

9-12.904-2  Clause  for  Federal  service  con¬ 
tracts  not  exceeding  $2,500. 

Subpart  9—1 2.50— [Reserved] 

Subpart  9-12.51 — Special  Considerations 

9-12.5100  Scope  of  subpart. 

9-12.5101  General. 

9-12.5102  Steps  preliminary  to  the  staff¬ 
ing  of  new  cost-type  projects. 

9-12.5103  Role  of  projects  contractor 
management  In  collective 
bargaining. 

9-12.5104  Role  of  the  AEC  In  construction 
labor  relations. 

9-12.5105  Initial  wage  rates. 

9-12.5106  Adjustments  In  compensation 
cost-type  contracts. 

9-12.5107  National  Joint  Board  for  the 
Settlement  of  Jurisdictional 
Disputes  In  the  Building  and 
Construction  Industry. 

9-12.5108  Specific  responsibilities. 

9-12.5109  Responsibility  of  the  Director, 
Division  of  Labor  Relations. 

Svbpart  9-12.52 — Unemployment  Compensatien 

9-12.5200  Scope  of  subpart. 

9-12.5201  Policies  and  requirements. 

9-12.5201-1  General. 

9-12.5201-2  Contractors  exempt  from  State 
laws. 

Subpart  9-1 2.53 — Workmen'*  Compensation 
Insurance 

9-125300  Scope  of  subpart. 

9-12.5301  Policies  and  requirements. 

9-12.5301-1  General. 

9-12.5301-2  Special  requirements. 


Sec. 

9-12.5301-3  Contractor  employees’  benefit 
plan — self-insurers. 

9-12.5302  Assignment  of  responsibilities. 
9-12.5302-1  General. 

9-12.5302-2  Responsibility  of  Managers  of 
Field  Offices. 

9-12.5302-3  Responsibilities  of  the  Director, 
Division  of  Labor  Relations 
and  Controller,  Headquarters. 

Subpart  9— 12.54— Conduct  of  Employees  and 
Consultants  of  AEC  Cost-Type  Contractors  and 
Certain  Other  Contractors 

9-12.5400  Scope  of  subpart. 

9-12.5401  Applicability. 

9-12.5402  Gratuities. 

9-12.5403  Use  Of  privileged  information. 

9-12.5404  Outside  employment  of  con¬ 

tractor  employees. 

9-12.5405  Information  statement  con¬ 

cerning  consultant  or  other 
employment  service. 

9-12.5406  Allowable  and  unallowable 

costs. 

9-12.5407  Incompatibility  between  regu¬ 

lar  duties  and  private  Inter¬ 
ests. 

Authority  :  The  provisions  of  this  Part  9- 
12  issued  under  sec.  161  of  the  Atomic  En¬ 
ergy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—12.000  Scope  of  part. 

(a)  This  part  implements  and  supple¬ 
ments  PPR  Part  1-12, 

(b)  The  AECPR  provisions  referenced 
below  pertain  to  cost-type  contractor 
procurement:  9-12.102,  9-12.202,  9-12.- 
302,  9-12.400,  9-12.602,  9-12.800,  and 
9-12.902. 

Subpart  9-12.1 — Basic  Labor  Policies 
§  9-12.100  General. 

(a)  The  policies  and  procedures  stated 
in  FPR  Subpart  1-12.1  are  recommenda¬ 
tory  and  for  guidance  of  Federal  agen¬ 
cies  and  provide  that  problems  arising 
out  of  contractor  labor  relations  shall  be 
handled  in  accordance  with  agency  pro¬ 
cedures.  Except  as  provided  herein,  con¬ 
tracting  ofiBcers  shall,  in  appropriate  cir¬ 
cumstances,  follow  the  guidance  in  FPR 
Subpart  1-12.1. 

(b)  Contracting  ofBcers  shall  apply 
the  principles  and  policies  set  forth  in 
§  9-12.101  and  Subpart  9-12.51  in  lieu  of 
or  in  modification  of  FPR  1-12.101  to 
cost-type  contractors  responsible  for  the 
management/operation  of  Government- 
owned  and/or  controlled  sites  and  facili¬ 
ties;  certain  cost-type  construction  and 
architect-engineer  contracts:  and  such 
other  contracts  to  which  these  principles 
and  policies  ai’e  deemed  appropriate  by 
the  Commission  and  which  may  be  ap¬ 
plied  pursuant  to  the  contractu^  condi¬ 
tions  of  such  contract. 

§  9—12.101  Labor  relalion.u  (ronirarlor 
per.sonnri  nianagemonl  and  labor  re- 
la  lionn). 

The  extent  of  Government  ownership 
of  the  nation’s  atomic  energy  plant  and 
materials,  and  the  overriding  concerns 
of  national  defense  and  security,  impose 
special  conditions  on  personnel  and  labor 
relations  in  the  atomic  energy  program; 
namely,  continuity  of  vital  operations  at 


AEC  installations  must  be  assured;  the 
AEC  must  retain  absolute  authority  on 
all  questions  of  security;  the  AEC  reviews 
labor  expenses  under  cost-type  contracts 
as  a  part  of  its  responsibility  for  Etesuring 
judicious  expenditure  of  public  funds.  It 
is  the  intent  of  AEC,  despite  these  limita¬ 
tions,  that  personnel  and  labor  policies 
throughout  the  atomic  energy  program 
should  reflect  the  best  experience  of 
American  industry  in  aiming  to  achieve 
the  type  of  stable,  democratic  labor- 
management  relationships  which  the 
Commission  considers  are  essential  to  the 
proper  development  of  the  atomic  energy 
program  in  the  national  Interest.  The 
Commission  believes  that  this  purpose 
will  be  served  best  by  making  broad  as¬ 
signments  of  authority  and  responsibility 
in  the  field  of  personnel  management  to 
its  contractors,  enabling  contractors  and 
their  employees  to  conduct  their  employ¬ 
ment  relationships  with  maximum  free¬ 
dom  from  interference  by  the  Govern¬ 
ment.  It  looks  forward  to  the  coopera¬ 
tion  and  understanding  of  contractor 
managements  and  labor  unions  in  mak¬ 
ing  good  the  spirit  and  goals  of  this  pol¬ 
icy  statement  in  their  relationships  with 
each  other  and  with  the  AEC  on  the  con¬ 
tract  work.  The  following  is  intended  as 
an  enunciation  of  the  basic  principles 
upon  which  AEC  policy  is  founded; 

(a)  Employment  standards.  (1)  Con¬ 
tractors  are  expected  to  bring  experi¬ 
enced,  proven  personnel  from  their 
private  operations  to  staff  key  positions 
on  the  contract  work  and  to  recruit  other 
well -qualified  personnel  as  needed,  and 
such  personnel  ^ould  be  employed  and 
treated  during  employment  without  dis¬ 
crimination  by  reason  of  sex,  age,  or 
handicap.  Contractors  shall  take  aCBrm- 
ative  action  to  Insure  that  applicants  are 
employed,  and  that  employees  are  treat¬ 
ed  during  employment,  without  regard 
to  their  race,  color,  religion,  sex,  or  na¬ 
tional  origin. 

(2)  The  job  qualifications  and  suita¬ 
bility  of  prospective  employees  should  be 
established  by  the  contractor  prior  to 
employment  by  careful  personnel  inves¬ 
tigations.  Where  a  security  clearance 
will  be  required,  the  applicant’s  suita¬ 
bility  must  be  established  before  a  re¬ 
quest  is  made  to  the  AEC  for  his  security 
clearance. 

(3)  The  contractor  is  responsible  for 
maintaining  satisfactory  standards  of 
employee  qualifications,  performance, 
conduct,  and  business  ethics  under  his 
own  personnel  policies. 

(b)  Security.  (1)  The  Atomic  Energy 
Commission’s  responsibilities  for  the  se¬ 
curity  of  the  atomic  energy  program  will 
be  carried  out  in  a  manner  consistent 
with  traditional  American  concepts  of 
justice. 

(2)  On  all  matters  of  security  at  its 
installations  the  AEC  retains  absolute 
authority  and  neither  the  security  rules 
nor  their  administration  are  matters  for 
collective  bargaining  between  manage¬ 
ment  and  labor.  Insofar  as  AEC  security 
regulations  affect  the  collective  bargain¬ 
ing  process,  the  security  policies  and  reg¬ 
ulations  will  be  made  known  to  both 
parties.  To  the  fullest  extent  feasible. 
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the  AEC  will  consult  with  representatives 
of  management  and  labor  in  formulating 
security  rules  and  regulations  that  affect 
the  collective  bargaining  process. 

(3)  Loyalty  to  the  United  States  is  re¬ 
quired  of  all  participants  in  the  atomic 
energy  program,  including  those  mem¬ 
bers  and  representatives  of  labor  organi¬ 
zations  who  exercise  authority  over  bar¬ 
gaining  units  of  employees  engaged  on 
classified  work. 

(c)  Wages,  salaries,  and  employee 
benefits.  (1)  Wages,  salaries,  and  em¬ 
ployee  benefits  on  cost-type  contracts 
shall  be  administered  in  a  manner  de¬ 
signed  to  adapt  normal  industry  or  uni¬ 
versity  practices  and  conditions  to  the 
contract  work  and  to  provide  for  appro¬ 
priate  review  by  AEG.  Area  practices, 
valid  patterns,  and  well-established  com¬ 
mercial  or  academic  practices  of  the 
contractors,  as  appropriate,  form  the 
criteria  for  the  establishment  and  ad¬ 
justment  of  compensation  schedules. 

(2)  It  is  recognized  that  these  criteria 
may  permit  a  range  of  reasonable  posi¬ 
tions  in  any  given  collective  bargaining 
situation.  However,  the  aspects  of  wages, 
hours,  and  working  conditions  which  are 
the  substance  of  collective  bargaining  in 
normal  organized  industries  will  be  left 
to  the  orderly  and  peaceful  processes  of 
negotiation  and  agreement  between  AEC 
contractor  managements  and  employee 
representatives  with  maximum  possible 
freedom  from  Government  interference. 

(d)  Employee  relations.  (1)  The  han¬ 
dling  of  employee  relations  on  contract 
work,  incluchng  such  matters  as  the  con¬ 
duct  and  discipline  of  the  work  force  and 
the  handling  of  employee  grievances,  is 
part  of  the  normal  management  respon¬ 
sibility  of  the  contractor. 

(2)  The  AEC  looks  to  contractors,  in 
their  personnel  policies,  to  provide  em- 
^ployees  basic  guarantees  of  fair  treat¬ 
ment  in  their  relationships  with  project 
management. 

(e)  Collective  bargaining.  (1)  The 
AEC  desires  that  collective  bargaining  in 
the  atomic  energy  program  be  carried 
on  insofar  as  possible  under  the  arrange¬ 
ments  normally  found  in  American  in¬ 
dustry.  Management  and  labor  in  all 
Government-owned,  privately  operated 
atomic  energy  installations  are  expected 
wholeheartedly  to  accept  a  special  re¬ 
sponsibility  to  seek  in  every  way  by  vol¬ 
untary  procedures  and  mutual  agree¬ 
ment  the  peaceful  and  orderly  settlement 
of  all  disputes. 

(2)  AEC  review  of  collective  bargain¬ 
ing  practices  will  be  premised  on  the 
view  that  management’s  trusteeship  for 
the  operation  of  the  Government  facil¬ 
ities  includes  the  duty  to  adopt  practices 
which  are  fundamental  to  the  friendly 
adjustment  of  disputes,  and  which  ex¬ 
perience  has  shown  promote  orderly  col¬ 
lective  bargaining  relationships.  Prac¬ 
tices  inconsistent  with  this  view  may  be 
objected  to  if  not  found  to  be  otherwise 
clearly  warranted. 

(3)  In  line  with  the  policy  of  assuring 
continuity  of  operation  of  vital  facilities, 
all  collective  bargaining  agreements 
at  Government-owned  atomic  energy 


installations  should  provide  that  griev¬ 
ances  and  disputes  involving  the  in¬ 
terpretation  or  application  of  the 
agreement  will  be  settled  without  resort 
to  strike,  lockout,  or  other  interruption 
to  normal  operations.  For  this  purp>ose 
each  collective  bargaining  agreement 
should  provide  an  effective  grievance 
procedure  with  arbitration  as  its  final 
step,  unless  the  parties  mutually  agree 
upx)n  some  other  method  of  assuring 
continuity  of  operations  for  the  term  of 
the  agreement. 

(4)  The  AEC  expects  its  contractors 
and  the  imions  representing  contractor 
employees  to  cooperate  fully  with  the 
Federal  Mediation  and  Conciliation 
Service  and  the  Atomic  Energy  Labor- 
Management  Relations  Panel  which  has 
been  established  by  the  President,  and 
which,  in  the  event  of  failure  of  the 
parties  to  resolve  their  differences  by 
negotiation,  may  intervene  in  the  inter¬ 
est  of  furthering  the  peaceful  processes 
of  collective  bargaining  and  of  assuring 
essential  continuity  of  operations. 

(f)  Personnel  training.  The  AEC  en¬ 
courages  and  supports  personnel  training 
programs  aim^  at  improving  work 
efficiency  or  developing  needed  skills 
which  are  not  otherwise  obtainable.  AEC 
also  encourages  p)articipation  by  its  con¬ 
struction  contractors  in  building  trades 
apprenticeship  programs  imder  Federal, 
State  and  local  apprenticeship  standards. 

(g)  Working  conditions.  Accident,  fire, 
health  and  occupational  hazards  associ¬ 
ated  with  AEC  activities  will  be  held  to 
a  practical  minimum  level  and  controlled 
in  the  interest  of  maintenance  of  health 
and  prevention  of  accidents.  To  this  end, 
contractors  are  required  to  maintain 
comprehensive  continuous  preventive 
and  protective  programs  apypropriate  to 
the  particular  activities  throughout  all 
opjerations  subject  to  AEC  control.  Ap¬ 
propriate  financial  protection  in  case  of 
occupyational  disability  will  be  provided 
employees  on  AEC  projects. 

§  9—12.102  Overtime,  extra-pay  shifts, 
and  multishift  work. 

The  provisions  of  FPR  1-12.102  and 
this  section  shall  be  applied  to  cost-typye 
contractor  procurement. 

§  9—12.102—4  Approvals. 

(a)  Where  the  cost  to  the  Government 
may  be  affected,  approval  of  hours  of 
work  in  excess  of  the  normal  workweek  is 
justified  only  in  those  Instances  and  for 
those  employees  when  it  can  be  shown 
that  overtime  would  provide  needed  and 
demonstrable  impyetus  to  the  accomplish¬ 
ment  of  AEC  objectives  and  that  all 
other  means  of  meeting  these  needs  have 
been  considered  and  foimd  Inadequate  or 
not  feasible.  Accordingly,  in  connection 
with  cost-typye  contracts.  Managers  of 
Field  Offices  shall: 

(1)  Establish  controls  to  prevent  ex¬ 
cessive  casual  overtime  and  to  assure 
that  such  overtime  work  is  in  the  best 
interests  of  the  Government.  By  casual 
overtime  is  meant  (i)  work  in  excess  of 
the  normal  workweek  (on  in  excess  of 
an  approved  extended  workweek)  which 
cannot  be  regularly  scheduled  in  ad¬ 


vance,  or  (ii)  regularly  scheduled  work 
In  excess  of  the  normal  workweek  for  a 
period  of  4  consecutive  weeks  or  less.  I 

(2)  Require  contractors  to  seek  ABC 
approval  of  any  proposed  extended  work¬ 
week  schedule.  By  extended  workweek  is 
meant  a  workweek  regularly  scheduled 
and  established  in  excess  of  the  normal 
workweek  for  a  period  in  excess  of  4 
consecutive  weeks. 

(3)  Require  contractors  to  seek  ABC 
approval  after  the  start  of  an  extended 
workweek  in  justified  instances  where 
due  to  an  emergency  or  other  unfore! 
seen  conditions,  prior  authorization  was 
not  feasible. 

§  9-12.103  Federal  and  Stale  labor  re. 

quirements. 

§  9—12.103—50  Applicability. 

The  labor  requirements  referred  to  in 
FPR  1-12.103  spyecifically  include  Fed¬ 
eral  and  State  programs  consistent  with 
the  AEC  px)licy  of  nondiscrimination  in 
employment  set  forth  in  §  9-12.101. 

§  9—12.103—51  Retention  of  payroll  and 

associated  records. 

Under  certain  cost-type  contracts  for 
the  management  and  operation  of  AEC 
facilities,  for  the  construction  of  major 
facilities,  and  for  necessary  miscellane¬ 
ous  construction  incidental  to  the  func¬ 
tion  of  these  facilities,  the  title  to  payroll 
and  associated  records  is  in  the  Govern¬ 
ment  and  such  records  are  disposed  of  in 
accordance  with  AEC  directions.  For 
such  contracts,  the  Solicitor  of  Labor  has 
granted  a  tolerance  from  the  Department 
of  Labor  Regulations  to  omit  from  the 
prescribed  labor  clauses  the  requirement 
for  the  retention  of  payrolls  and  asso¬ 
ciated  records  for  a  period  of  3  years 
after  completion  of  the  contract.  Under 
this  tolerance,  the  records  retention  re¬ 
quirements  for  all  labor  clauses  in  the 
contract  and  the  Fair  Labor  Standards 
Act  is  satisfied  by  disposal  of  such  rec¬ 
ords  in  accordance  with  AEC  directives. 

Subpart  9-12.2 — Convict  Labor 
§  9—12.202  Applicability. 

The  provisions  of  FPR  Subpart  1-12.2 
apply  to  cost-tjT)e  contractor  procure¬ 
ment. 

Subpart  9-1 2.3 — Contract  Work  Hours 

Standards  Act  (Other  Than  Con¬ 
struction  Contracts) 

§  9—12.302  Applicability. 

The  requirements  of  FPR  Subpart 
1-12.3  apply  to  cost-type  contractor  pro¬ 
curement  to  the  same  extent  and  under 
the  same  conditions  such  requirements 
apply  to  direct  procurement.  Paragraph 
(c)  of  the-clause  in  FPR  1-12.303  should 
be  revised  to  provide  for  the  withholding 
of  moneys  from  the  subcontractor  by  the 
prime  contractor  as  directed  by  the  con¬ 
tracting  officer. 

Subpart  9—12.4 — Labor  Standards  in 
Construction  Contracts 
§  9—12.400  Scope  of  subpart. 

(a)  This  Subpart  9-12.4  serves  to  im¬ 
plement  and  supplement  FPR  Subpart 
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1-12.4,  Labor  Standards  in  Construction 

Contracts. 

(b)  The  provisions  of  FPR  Subpart 
1-12  4  and  this  subpart  shall  be  followed 
J  determining  whether  cost-type  con¬ 
tractor  procurement  actions  involve  cov¬ 
ered  work  under  the  Davis-Bacon  Act 
and  such  provisions  apply  to  those  pro¬ 
curement  transactions  which  are  deter¬ 
mined  by  the  contracting  ofidcer  to  be 
subject  to  that  Act. 

§9-12.401  Statutory  and  regulatory  re¬ 
quirements. 

§  9-12.401-50  Department  of  Labor  ap¬ 
proval. 

The  Department  of  Labor  has  previ¬ 
ously  reviewed  and  approved  the  criteria, 
standards,  and  guides  set  forth  in 
;;  9-12.402,  9-12.450  and  9-12.404-2  and 
the  contract  clause  in  §  9-12.403-50. 

§  9-12.402  Applicability. 

§  9-12.402-50  General. 

The  requirements  set  forth  in  FPR 
1-12.401  apply  to  construction  contracts. 
Although  the  statutes  therein  referenced 
do  not  contain  definitions,  the  Secretary 
of  Labor’s  regulations  in  29  CPR  5.2  in¬ 
clude  definitions  of  “contract,”  “build¬ 
ing,”  “work,”  “construction,”  “prosecu¬ 
tion,”  “completion,”  “repair,”  “public 
buUdlng,”  and  “public  work.”  In  gen¬ 
eral,  contracts  are  classifiable  as  being 
covered  by  the  statutes  when  per¬ 
formance  by  the  contractor  consists 
substantially  of  the  erection  or  as¬ 
sembly  of  new  plants  (including  lab¬ 
oratory  or  other  buildings  or  works) ,  or 
the  alteration  and/or  repair,  including 
painting  and  decorating,  of  new  or  exist¬ 
ing  plants.  The  fact  that  certain  con¬ 
tracts  may  be  entered  into  without  re¬ 
gard  to  general  statutory  requirements 
as  to  advertising  for  bids  or  proposals, 
or  upon  a  cost-type  basis  or  otherwise,  is 
not  determinative  in  the  classification 
of  such  contracts,  activities,.construction 
projects,  or  other  work  or  services  per¬ 
formed  thereimder. 

§9-12.402—31  Noncoverage  (Davis- 
Bacon  and  Gopeland  Acts). 

(a)  The  requirements  set  forth  in 
FPR  Subpart  1-12.4  in  respect  to  the 
Davis-Bacon  and  Copeland  Acts  do  not 
apply  to  the  following: 

(1)  Contracts,  regardless  of  their  na¬ 
ture.  not  in  excess  of  $2,000.  (Does  not 
apply  to  the  Copeland  Act.)  However,  no 
item  of  work  the  cost  of  which  is.  esti¬ 
mated  to  be  in  excess  of  $2,000  shall  be 
artificially  divided  into  portions  less  than 
$2,(K)0  for  the  purpose  of  avoiding  the 
applicability  of  the  Davis-Bacon  Act. 

(2)  Contracts  for  furnishing  supplies 
and  equipment,  including  installation, 
where  the  installation  requires  only  an 
incidental  amoimt  of  work  (as  defined  in 
paragraph  (c)  of  this  section)  that  would 
otherwise  be  considered  construction, 
alteration  and/or  repair  of  a  public 
building  or  work.  (See  §  9-12.450-2 (g) .) 

(3)  Contracts  for  servicing  or  main¬ 
tenance  work  in  an  existing  plant,  in- 
cludii^  installation  or  movement  o'f 
machinery  or  other  equipment,  and  plant 


rearrangement,  which  involve  only  an 
incidental  amount  of  work  (as  defined  in 
paragraph  (c)  of  this  section)  that  would 
otherwise  be  coimidered  construction, 
alteration  and/or  repair.  (See  §  9-12.450- 

2(g).) 

(4)  Contracts  for  operational  or  main¬ 
tenance  activities  (e.g.,  production,  re¬ 
search  and  development,  or  community 
services,  as  distinguished  from  contracts 
for  construction).  In  general,  these  are 
contracts  where  performance  by  the  con¬ 
tractor  consists  primarily  of  the  utiliza¬ 
tion  of  existing  facilities  and  the  services 
of  personnel  to  produce  materials,  con¬ 
duct  research  and  development,  or  pro¬ 
vide  community-type  services,  and  of  the 
use  of  or  maintenance  of  plant.  How¬ 
ever,  the  classification  of  a  contract  as  a 
contract  for  operational  or  maintenance 
activities  does  not  necessarily  mean  that 
all  work  and  activities  at  the  contract 
location  are  not  covered,  since  it  may  be 
necessary  to  separate  out  work  which, 
should  be  classified  as  covered.  (See 
§  9-12.402-52.)  As  used  in  connection 
with  “operational  activities,”  the  term 
“produce”  means  to  manufacture,  make, 
or  refine  special  nuclear  or  other  ma¬ 
terial:  to  separate  material  from  other 
substances  in  which  it  is  contained;  or  to 
make  new  material.  The  term  “materials” 
includes  supplies,  articles,  or  equipment; 
the  term  “research  and  development” 
means  the  same  as  defined  in  the  Atomic 
Energy  Act  of  1954,  as  amended. 

(5)  Contracts  to  be  performed  outside 
the  States  and  the  District  of  Columbia. 
(Does  not  apply  to  the  Copeland  Act.) 

(6)  Contracts  for  demolition,  except 
when  indispensable  and  preliminary  to 
scheduled  new  construction. 

(7)  Contracts  with  a  State  or  political 
subdivision  thereof  (although  the  re¬ 
quirements  do  apply,  and  the  contract 
must  so  provide,  to  a  subcontract  there¬ 
under  with  a  private  person  or  firm 
which  involves  the  construction,  altera¬ 
tion,  and/or  repair  of  public  buildings  or 
public  works) . 

(8)  Contracts  with  railroads  for  con¬ 
struction  services  to  the  extent  that  the 
services  are  performed  by  railroad  em¬ 
ployees  covered  by  the  Railway  Labor 
Act. 

(b)  It  should  be  noted,  however,  that 
the  requirements  do  apply  to  work  per¬ 
formed  by  laborers  and  mechanics  em¬ 
ployed  by  a  construction  contractor  or 
subcontractor  at  the  site  of  the  work 
under  a  contract  for  the  construction, 
alteration  and/or-repair,  including  paint¬ 
ing  and  decorating  of  public  buildings  or 
public  works,  which  is  otherwise  subject 
to  these  Acts  whether  or  not  such  work 
would  be  covered  if  it  were  a  separate 
contract. 

(c)  As  used  in  paragraph  (a)  (2)  and 
(3)  of  this  section,  “an  incidental  amount 
of  work”  is  defined  to  mean  work  directly 
related  to  the  installation,  movement  or 
rearrangement  of  equipment  or  ma¬ 
chinery,  relatively  small  in  amount,  and 
which  does  not  include  changes  in  a 
facility  affecting  its  architectural  or 
structural  strength,  stability,  safety,  size, 
or  function  as  a  public  work.  (See 
§  9-12.450-2(g)  (3).) 


§  9—12.402—52  Administrative  controls 
and  criteria  for  application  of  the 
Davis-Bacon  Act  in  operational  or 
maintenance  activities. 


(a)  Particular  contracts  or  work  items 
falling  within  one  or  more  of  the  follow¬ 
ing  criteria  normally  will  be  classified  as 
noncovered. 

( 1 )  Individual  work  items  estimated  to 
cost  $2,000  or  less.  The  total  dollar 
amount  of  the  operating  contract  is  not 
a  factor  to  be  considered  and  bears  no 
relation  to  individual  work  items  classi¬ 
fied  as  construction,  alteration  and/or 
repair,  including  painting  and  deco¬ 
rating.  However,  no  item  of  work,  the 
cost  of  which  is  estimated  to  be  in  excess 
of  $2,000,  shall  be  artificially  divided  into 
portions  less  than  $2,000  for  the  purpose 
of  avoiding  the  application  of  the  Act. 

(2)  Work  and  services  that  are  a  part 
of  operational  and  maintenance  activit- 
ties  or  which,  being  very  closely  and 
directly  involved  therewith,  are  more  in 
the  nature  of  operational  activities  than 
construction,  alteration,  and/or  repair 
work.  This  includes  work  and  services 
which  would  involve  a  material  risk  to 
continuity  of  operations,  to  life  or  prop¬ 
erty,  or  to  AEG  operating  requirements, 
if  performed  by  persons,  other  than  the 
operating  contractor’s  regular  produc¬ 
tion  and  maintenance  forces;  Provided, 
however.  That  any  decision  that  con¬ 
tracts  or  work  items  are  noncovered  for 
these  reasons  must  be  made  by  the  Man¬ 
ager  of  the  respective  Field  Office  and 
the  authority  to  make  such  a  decision 
cannot  be  redelegated. 

(3)  Work  and  services,  typically  of  a 
routine  or  recurring  nature,  the  purpose 
of  which  is  to  keep  facilities  in  a  state 
of  functional  usefulness. 

(4)  Assembly,  modification,  setup,  in¬ 
stallation,  replacement,  removal,  rear¬ 
rangement,  connection,  testing,  adjust¬ 
ment,  and  calibration  of  machinery  and 
equipment.  It  should  be  noted,  however, 
that  these  activities  are  covered  if  they 
are  part  of  or  would  be  a  logical  part 
of  a  contract  for  the  construction  of  a 
facility,  or  if  construction-type  work, 
other  than  defined  as  “incidental”  in 
§  9-12.402-51  (c)  is  involved.  (Also  see 
§  9-12.450-2(g).) 

(5)  Experimental  development  of 
equipment,  processes  and  devices,  in¬ 
cluding  assembly,  fitting,  installation, 
testing,  reworking,  and  disassembly.  This 
refers  to  equipment,  processess  and  de¬ 
vices  which  are  assembled  for  the  pur¬ 
pose  of  conducting  a  test  or  experiment. 
The  design  may  be  only  conceptual  in 
character,  and  professional  personnel 
responsible  for  the  experiment  partici¬ 
pate  in  the  assembly.  Specifically  ex¬ 
cluded  from  the  category  of  experimental 
development  are  buildings,  building 
utility  services,  structural  changes,  and 
modifications  to  building  utility  serv¬ 
ices — as  distinguished  from  temporary 
connections  thereto.  Also  specifically  ex¬ 
cluded  from  this  category  is  equipment 
to  be  used  for  continuous  testing,  e.g., 
a  machine  to  be  continuously  used  for 
testing  the  tensile  strength  of  structural 
members.  (Also  see  §  9-12.450-2(a)  and 
§  9-12.450-2(h).) 
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(6)  Experimental  work  in  connection 
with  peaceful  uses  of  nuclear  energy. 
This  refers  to  equipment,  processes  and 
devices  which  are  assembled  and/or  set 
in  place  and  interconnected  for  the  pur¬ 
pose  of  conducting  a  test  or  experiment. 
The  natme  of  the  test  or  experiment  is 
such  that  professional  personnel  respon¬ 
sible  for  the  test  or  experiment  and/or 
the  data  to  be  derived  therefrom  neces¬ 
sarily  must  participate  in  the  assembly 
and  interconnections.  Specifically  ex¬ 
cluded  from  experimental  work  are 
buildings,  bxiilding  utility  services, 
structural  changes,  drilling,  tunneling, 
excavation,  and  backfilling  work  which 
can  be  performed  according  to  cus¬ 
tomary  drawings  and  specifications,  and 
utility  services  or  modhication  to  utility 
services — as  distinguished  from  tem¬ 
porary  connections  thereto.  Work  in  this 
category  may  be  performed  in  mines  or 
In  other  locations  specifically  constructed 
for  test  or  experiments.  (See  also 
5  9-12.450-2 (h).) 

(7)  Emergency  work  to  combat  the 
effects  of  fire,  flood,  earthquake,  equip¬ 
ment  failure,  accident  or  other  casual¬ 
ties,  and  to  restart  the  operational  ac¬ 
tivity  following  the  casualty.  Work  which 
Is  not  directly  related  to  restarting  the 
activity  and  which  involves  rebuilding 
or  replacement  of  structure  or  structural 
components  or  equipment  is  excluded 
from  this  category.  (See  §9-12.450- 
2(d) .) 

(8)  Decontamination,  including  wash¬ 
ing,  scrubbing,  and  scraping  to  remove 
contamination;  removal  of  contaminated 
soil  or  other  material;  and  painting  or 
other  resurfacing:  Provided,  That  such 
painting  or  resurfacing  is  an  integral 
part  of  the  decontamination  activity  and 
does  not  Include  complete  replacement 
of  large  sections  of  paved  areas  or 
roadways. 

(9)  Burial  of  contaminated  solid  waste 
or  contained  liquid;  however,  initial 
preparatory  work  readying  the  burial 
ground  for  use  (for  example,  any  grading 
or  exacavating  that  is  a  part  of  initial 
site  preparation,  fencing,  drilling  wells 
for  continued  monitoring  of  contamina¬ 
tion,  construction  of  guard  or  other  office 
space)  is  covered.  Likewise,  work  sub¬ 
sequent  to  burial  which  involves  the 
placement  of  concrete  or  other  like  ac¬ 
tivity  is  covered. 

(b)  The  classification  of  a  contract  as 
a  contract  for  operational  or  mainte¬ 
nance  activities  does  not  necessarily 
mean  that  all  work  and  activities  at  the 
contract  location  are  classifiable  as  out¬ 
side  of  Davis-Bacon  Act  coverage,  since 
It  may  be  necessary  to  separate  out  work 
which  should  be  classified  as  covered. 
Therefore,  Managers  of  Field  Offices 
shall  establish  and  maintain  controls  for 
the  careful  scrutiny  of  proposed  work 
assignments  under  such  a  contract  to 
assure  that: 

(1)  Contractors  whose  contracts  do 
not  contemplate  the  performance  of 
covered  work  with  the  contractor’s  own 
forces  are  neither  asked  nor  authorized 
to  perform  work  within  the  scope  of  the 
Davis-Bacon  Act. 

(2)  Where  covered  work  is  performed 
by  a  contractor  whose  contract  contains 


provisions  required  by  the  Davis-Bacon 
Act,  such  work  is  performed  as  required 
by  law  and  the  contract.  After  such  con¬ 
tractor  has  been  informed,  as  provided 
in  subparagraph  (3)  of  this  paragraph, 
that  certain  work  is  covered  work,  the 
Manager’s  responsibility  to  assure  com¬ 
pliance  is  the  same  as  it  would  be  if  the 
work  were  being  performed  under  a 
separate  construction  contract. 

(3)  Controls  provided  for  above  in¬ 
clude  consideration  by  the  Manager  and 
the  contractor,  before  work  is  begun  or 
contracted  out,  of  the  relation  of  the 
Davis-Bacon  Act  to  (i)  the  annual  pro¬ 
graming  of  work,  (ii)  the  contractor’s 
work  orders,  and  (iii)  work  contracted 
out  in  excess  of  $2,000.  The  Manager 
may,  if  he  concludes  that  it  is  consistent 
with  AEC’s  responsibilities  as  described 
in  this  section,  prescribe  from  time  to 
time  classes  of  work  as  to  which  appli¬ 
cability  or  nonapplicability  of  the  Davis- 
Bacon  Act  is  clear,  for  which  he  will  re¬ 
quire  no  further  AEG  determination  on 
coverage  in  advance  of  the  work.  For  all 
work,  the  controls  to  be  established  by  the 
Manager  should  provide  for  notification 
to  the  operating  contractor  before  work 
is  bejgun  as  to  whether  such  work  is 
covered. 

§9—12.403  Contract  clauses. 

Subcontracts  subject  to  the  Davis- 
Bacon  Act  tmder  “operating  type’’  con¬ 
tracts  (see  §  9-12.403-50  below)  shall  in¬ 
clude  the  applicable  clauses  in  FPR 
1-12.403  with  such  modifications  as  ap¬ 
propriate  to  reflect  the  prime-subcon¬ 
tract  relationship.  Paragraph  (f)  of  the 
clause  in  FPR  1-12.403-1  (a)  shall  be 
modified  to  delete  reference  to  a  prime 
contract  subject  to  the  Davis-Bacon  A<yt. 

§  9—12.403—50  Special  clause  for  “op¬ 
erating  type”  contracts. 

The  following  article  is  for  use  in 
prime  contracts  when  the  prime  con¬ 
tractor  is  to  perform  no  covered  work 
with  his  own  forces  but  may  procure 
construction  by  subcontract: 

Upon  request  of  the  Commission  and  ac¬ 
ceptance  thereof  by  the  contractor,  the  con¬ 
tractor  shall  procure  by  subcontract  the  con¬ 
struction  of  new  fadUtes  or  the  alteration 
or  repair  of  Government-owned  facilities  at 
the  plant.  Any  srubcontract  entered  into  un¬ 
der  this  paragraph  shall  be  subject  to  the 
written  approval  of  the  Commission  and  shall 
contain  the  provisions  relative  to  labor  and 
wages  required  by  law  to  be  Included  In 
contracts  for  the  construction,  alteration, 
and/or  repair.  Including  painting  and  deco¬ 
rating,  of  a  public  building  or  public  work. 

§  9—12.404  Administration  and  enforce¬ 
ment. 

§  9—12.404—2  Wage  determinations. 

§  9—12.404—50  Use  and  duration  of 
wage  determinations. 

In  general,  the  Davis-Bacon  Act  rates 
applicable  to  a  contract  at  the  time  It 
is  awarded  continue  in  effect  during  its 
term  regardless  of  whether  it  is  a  fixed- 
price  or  cost-type  contract.  A  substantial 
additicoi,  to  the  scope  of  any  contract 
properly  awarded,  made  more  than  120 
days  from  the  date  of  the  predetermina¬ 
tion  being  used,  requires  a  new  predeter¬ 


mination  for  such  additional  work.  How- 
ever,  it  should  be  noted  that: 

(a)  ’The  minimum  wage  rates  that  wiL 

be  paid  to  laborers  and/or  mechanics  en¬ 
gaged  on  jobs  which  are  programed  on 
a  fiscal  year  or  shorter  basis  are  those 
predetermined  by  the  Secretary  of  Labor 
to  be  prevailing  as  of  the  date  the  pro- 
gram  is  approved  by  the  AEG  for  per¬ 
formance  by  the  contractor.  However 
substantial  additions  to  the  work  pro^ 
gramed  in  a  fiscal  year,  approved  by  the 
AEG  more  than  120  days  after  the  date 
of  the  predetermination  being  used,  re¬ 
quire  a  new  predetermination  for  such 
additional  work.  Programed  work  will 
be  performed  by  the  contractor  under  the 
following  conditions: 

( 1 )  Gontinuing  contracts  for  mln^r  or 
miscellaneous  construction,  alteration 
and/or  repair,  including  painting  and 
decorating; 

(2)  Operating  contracts  under  which 
the  operating  contractor  will  perform 
miscellaneous  covered  work  with  his  own 
forces. 

(b)  The  minimum  wage  rates  that  will 
be  paid  to  laborers  and/or  mechanics  en¬ 
gaged  on  subcontracts  let  by  an  operat¬ 
ing  contractor  vuider  §  9-12.403-50  will 
be  those  tft  the  wage  determination  deci¬ 
sion  of  the  Secretary  of  Labor  which  is 
current  as  of  the  date  the  operating  con¬ 
tractor  enters  into  such  subcontract 
(Note  that  a  determination  is  not  in¬ 
quired  for  insertion  in  a  prime  contract 
for  the  performance  of  operational  and 
maintenance  activities  which  contains  a 
clause  such  as  set  forth  in  §  9-12.403-50.) 

§  9—12.404—51  Responsibilities. 

The  statutes  and  regulations  cited  and 
summarized  in  FPR  1-12.401  impose 
direct  responsibilities  for  administn^ 
and  enforcement  upon  the  Atomic 
Energy  Gommission.  Therefore,  Direc¬ 
tors,  Headquarters  Divisions  and  Offices, 
and  Managers  of  Field  Offices,  consistent 
with  their  assignments  of  responsibilities 
and  delegations  of  authority,  shall  assure 
that  AEG  contract  activities  are  carried 
out  consistent  with  these  laws  and 
regulations. 

§  9—12.450  Derisions  and  other  guidci 
in  diffirult  areas. 

§  9—12.450—1  General. 

Section  9-12.402-S2  necessarily  uses 
general  language,  and  in  some  cases  the 
application  of  the  criteria  discussed 
therein  to  particular  situations  may  not 
be  clear.  Therefore,  this  subsection  covers 
more  specifically  some  of  the  areas  of 
particular  concern  to  AEIG  and  is  pro¬ 
mulgated  to  clarify  the  application  of  the 
criteria. 

§9—12.450—2  Specific  examples. 

The  following  are  applications  of  the 
regulations  to  particular  situations.  Ad¬ 
ditional  narrative  statements  describing 
items  of  work  and  applicability  of  the 
Davis-Bacon  Act  will  be  developed  from 
time  to  time  and  added  to  this  sub¬ 
section. 

(a)  Land-based  prototypes.  The  La¬ 
bor  Department  has  held  that  the  con¬ 
struction  of  a  full-scale  operating  pro¬ 
totype  of  one  reactor  compartment  and 
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of  all  necessary  nuclear  power  compo- 
Mnts  and  systems  and  propulsion  equip- 
for  a  submarine  is  covered.  (See 
^rs  of  Mar.  14,  and  July  5,  1957,  from 
Solicitor  of  Labor  to  Director  of 
Oreanization  and  Personnel,  AEG,  re- 
earding  TRITON  prototype.)  In  another 
prototype  situation,  the  Department 
^  held  that  assembling  and  fitting  the 
components  of  nuclear  steam  propul¬ 
sion  units  into  the  hull  sections,  includ¬ 
ing  installation  of  the  pressure  vessels, 
turbogenerator  sets,  heat  exchangers, 
control  wiring,  etc.,  is  covered.  (See  let¬ 
ter  of  Oct.  22, 1956,  from  Solicitor  of  La¬ 
bor  to  General  Manager,  AEG,  regard¬ 
ing  large  ship  reactor  land  prototype.) 

A  later  decision  involving  the  same  pro¬ 
totype  indicates  that  these  earlier  rul¬ 
ings  should  not  be  construed  as  intend¬ 
ed  to  cover  all  equipment  assemblies  ir¬ 
respective  of  the  status  of  construction 
and  other  pertinent  factors. 

(b)  Paving.  The  construction  of  roads, 
including  grading,  and  their  repair — 
where  such  repair  includes  work  on 
roadbeds  before  resurfacing,  building  up 
shoulders,  foiining  ditches,  culverts  and 
bridges,  and  on  the  actual  resurfacing 
of  roads— is  covered.  However,  recurring- 
type  maintenance  work,  such  as  patch¬ 
ing  surface,  filling  chuck  holes,  patching 
shoulders,  and  resurfacing  railroad  cros¬ 
sings  is  noncovered.  Similarly,  patch  and 
maintenance  work  on  a  parking  lot, 
the  replacement  of  bumper  stops,  and 
the  repainting  of  parking  dividers  is  non¬ 
covered. 

(c)  Stationary  boilers.  The  construc¬ 
tion,' alteration  and/or  repair,  including 
installation  and  rebuilding,  of  station¬ 
ary  boilers  costing  in  excess  of  $2,000  for 
labor  and  materials  is  covered.  In  con¬ 
trast,  inspections  may  reveal  need  for 
replacement  of  pieces  of  Insulation,  in¬ 
dividual  tubes,  or  other  defective  parts. 
Such  maintenance,  necessary  to  keep  the 
boiler  in  safe  operating  condition,  is  non¬ 
covered. 

(d)  Startup  of  operating  activity  after 
j  f/re  or  other  catastrophe.  Rebuilding  of 
I  plant  following  a  catastrophe,  such  as 
1  replacement  of  structural  members,  roof 

trusses,  walls,  roof,  utility  services,  and 
process  piping  is  covered.  However,  where 
process  equipment  can  be  restarted 
and/or  operational  activities  resumed 
prior  to  such  rebuilding,  the  actual  work 
of  startup,  including  preliminary  activ¬ 
ity,  e.g.,  cleaning,  drying,  checking,  ad¬ 
justment,  temporary  services,  and  tem¬ 
porary  weather  protection  of  equipment, 
essential  to  such  resumption  of  opera¬ 
tional  activity,  is  noncovered. 

(e)  Rehabilitation  of  facilities.  By 
contrast  with  emergency  services  needed 
to  restore  or  maintain  functional  useful¬ 
ness,  as  above  described,  rehabilitation' 
(e.g.,  painting,  change-out,  rearrange¬ 
ment  and  installation  of  equipment,  re- 
pl^ment  or  repair  of  damaged  parts  of 
a  structure  or  of  building  services  or 
equipment)  of  a  nonoperable  facility  or 
of  significant  nonoperable  portions  of  a 
iMiUty  is  covered.  In  such  rehabilitation, 
the  startup  of  equipment  by  operating 
employees  is  noncovered. 

(f)  Painting.  Although  painting  and 
aecorating  are  specifically  mentioned  in 


the  Act,  painting  which  is  closely  inte¬ 
grated  within  operational  and  mainte¬ 
nance  activities,  and  such  repainting  as 
color  coding  of  process  lines  and  service 
piping  (including  valves  and  directional 
arrows),  is  noncovered;  likewise,  appli¬ 
cation  of  various  materials  for  localiz¬ 
ing  contamination,  painting  of  machine 
tools  to  identify  degree  of  contamina¬ 
tion,  preventive  maintenance  repainting 
of  machine  tools,  equipment  and  plant 
structures  is  noncovered  when  performed 
with  a  stable  work  force  employed  by 
the  operating  contractor. 

(g)  Installation,  rearrangement  or 
adjustment  of  equipment.  (See  also 
paragraph  (h).  Experimental  installa¬ 
tions.  of  this  section.) 

(1)  During  construction.  In  the  con¬ 
struction  of  a  new’  facility — ^whether  it  is 
a  production  plant,  a  laboratory,  or  sup¬ 
porting  facilities,  such  as  shops  and 
warehouses — an  integral  part  of  a  con¬ 
struction  project  is  the  installation  of 
equipment  (including  mechanical  equip¬ 
ment,  building  services.  Instruments, 
etc.),  which  permits  the  facility  to  be 
utilized  for  the  purpose  for  which  it  wras 
intended.  Normally,  the  initial  installa¬ 
tion,  arrangement,  adjustment,  balanc¬ 
ing,  calibration,  and  checking  of  such 
equipment  is  a  logical  part  of  the  con¬ 
struction  contract(s)  for  completion  of 
the  facility  and,  whether  or  not  included 
within  the  scope  of  such  contract(s),  is 
covered. 

(2)  Plant  startup.  At  the  time  of  the 
turnover  of  an  AEG  facility  (which  fre¬ 
quently  differs  in  many  respects  from 
other  facilities),  from  construction  to 
operation  activities,  if  the  facility  is 
turned  over  a  section  at  a  time,  some 
problems  of  coverage  may  arise.  It  is 
extremely  difficult,  if  not  impossible,  to 
write  rules  or  criteria  that  can  be  prac¬ 
tically  applied  in  all  situations.  Usually, 
it  is  essential  that  final  checkout  of  a 
plant  prior  to  the  startup  of  plant  opera¬ 
tions  be  performed  by  personnel  of  the 
operating  contractor  and,  as  such,  is  not 
covered.  The  important  thing  is  to  work 
out  a  practical  plan  that  will  assure:  (i) 
Safe  and  effective  startup  of  the  facility, 
(ii)  the  fulfillment  of  obligations  under 
applicable  statutes,  and  (ill)  continuing 
construction  at  the  facility. 

(3)  Equipment  and  equipment  assem¬ 
blies.  While  the  current  construction 
status  of  a  public  building  or  public  work 
is  not  controlling  as  to  coverage  of  sup¬ 
ply-installation-type  contracts,  this  is  a 
factor  to  be  considered  in  judging  the 
applicability  of  the  Davis-Bacon  Act. 
The  Labor  Department  has  -ruled 
(Walsh-Healey  Rulings  and  Interpreta¬ 
tions  No.  3,  section  6(b) )  that  while  con¬ 
tracts  in  excess  of  $10,000  for  equipment, 
including  erection  or  installation  are  sub¬ 
ject  to  the  Walsh-Healey  Act,  they  may 
be  also  covered  under  the  Davis-Bacon 
Act  where  more  than  an  incidental 
amount  (see  §  9-12.402-51  (c) )  of  work 
is  involved.  Examples  given  in  this  ruling 
include  furnishing  and  Installation  of 
mechanical  equipment  such  as  elevators 
or  of  generators  requiring  prepared 
foimdations  or  housing.  In  a  specific 
situation,  the  Department  has  indicated 


that  a  contract  for  furnishing  and  initial 
installation  of  piping,  wiring,  gas  exhaust 
fans,  plumbing,  sheet  metal  work,  and 
related  activities  to  install  kitchen  and 
baking  equipment  was  comparable  to  the 
basic  plumbing,  wiring,  and  heating  con¬ 
tracts  and  was  covered  (see  letter  of 
Aug.  12,  1958,  from  Acting  Assistant 
Solicitor  of  Labor  to  the  Director, 
AFMPP-PR-3,  Procurement  and  Produc¬ 
tion,  the  Air  Force  (Attention:  Gol. 
Treacy),  regarding  the  Air  Force 
Academy) .  While  this  situation  involves 
an  initial  Installation,  alteration  or  re¬ 
arrangement  of  existing  facilities  involv¬ 
ing  such  work  to  accommodate  new  or 
different  equipment  is  also  covered.  Gon- 
versely,  it  follows  that  where  the  test  of 
more  than  an  incidental  amount  of  con¬ 
struction  is  not  met,  and  where  the  in¬ 
stallation,  rearrangement  or  adjustment 
of  equipment  is  not  a  logical  part  of  any 
current  related  construction  project,  it 
is  noncovered. 

(4)  Special  leased  systems.  Most,  but 
not  all,  contracts  involving  the  installa¬ 
tion  of  telephone,  detective  and  other 
leased  systems  are  not  covered  when  the 
work  is  performed  by  employees  of  the 
companies  supplying  the  services  and  the 
material  and  equipmerft  installed  is 
owned  by  such  companies.  (See  discus¬ 
sion  in  letter  of  Aug.  12,  1958,  from  Act¬ 
ing  Assistant  Solicitor  of  Labor  to  the 
Director,  AFMPP-PR-3,  Procurement 
and  Production,  the  Air  Force  (Atten¬ 
tion:  Gol.  Treacy),  regarding  the  Air 
Force  Academy,  of  one  situation  in  which 
an  extension  of  the  distribution  system 
of  the  telephone  company  to  supply 
service  to  the  Air  Force  was  held  to  be 
noncovered  and  of  another  situation  in 
which  the  movement  of  telephone  com¬ 
pany  lines  by  the  telephone  company  to 
a  location  more  convenient  to  the  Air 
Force  was  held  to  be  covered.)  A  contract 
for  a  telephone  central  system  to  be  in¬ 
stalled  by  the  manufacturer  and  owned 
by  the  United  States  has  been  held  to  be 
covered.  (See  letter  of  Oct.  22,  1958,  from 
the  Solicitor  of  Labor  to  the  Director, 
AFMPP-PRr-3,  Procurement  and  Pro¬ 
duction,  the  Air  Force  (Attention:  Gol. 
Treacy),  regarding  Patrick  Air  Force 
Base.) 

(h)  Experimental  installations.  With¬ 
in  AEG  programs,  a  variety  of  experi¬ 
ments  are  conducted  involving  materials, 
fuels,  coolants,  processes,  equipment,  etc. 
Gertain  types  of  situations  where  tests 
and  experiments  have  sometimes  pre¬ 
sented  coverage  questions  are  described 
below. 

(1)  Set-ups  of  devices  and/or  proc¬ 
esses.  The  proving  out  of  investigative 
findings  and  theories  of  a  scientific  and 
technical  nature  for  extension  into  prac¬ 
tical  application  may  require  the  set-up 
of  various  devices  and/or  processes  at  an 
early  or  preprototype  stage  of  develop¬ 
ment.  These  may  vary  from  laboratory 
bench  size  upwards.  As  a  rule,  these  set¬ 
ups  are  made  within  established  facilities 
(normally  laboratories) :  required  utility 
connections  are  made  to  services  pro¬ 
vided  as  a  part  of  the  basic  facilities;  and 
the  activity  as  a  whole  falls  within  the 
functional  purpose  of  the  facility.  Such 
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set-ups  may  be  for  exploring  mechanical 
or  electrical  design  suitability,  physical 
or  chemical  properties,  or  for  collecting 
data  to  verify  or  reject  scientific  hy¬ 
potheses.  Such  set-ups  are  noncovered. 
Prei^aratory  work  for  the  set-up  requir¬ 
ing  structural  changes  or  modifications 
of  basic  utility  services — as  distinguished 
from  connections  thereto — is  covered. 
Illustrative  of  noncovered  set-ups  of  de¬ 
vices  and/or  processes  are  the  following: 

(1)  Assembly  of  piping  and  equipment 
within  existing  “hot  cell’’  facilities  for 
proving  out  a  conceptual  design  of  a 
chemical  processing  unit; 

(ii)  Assembly  of  equipment,  including 
adaptation  and  modification  thereof,  in 
existing  “hot  cell”  facilities  to  prove  out 
a  conceptual  design  for  remotely  con¬ 
trolled  machining  equipment: 

(iii)  Assembly  of  the  first  graphite  pile 
in  a  stadium  at  Stagg  Field  in  Chicago; 

(iv)  Assembly  of  materials  and  equip¬ 
ment  for  particular  aspects  of  the  direct 
current  thermonuclear  experiments  to 
explore  feasibility  and  to  study  other 
ramifications  of  the  concept  of  high 
energy  injection  and  to  collect  data 
thereon. 

(2)  Loops.  Many  experiments  are  car¬ 
ried  on  in  equipment  assemblies  called 
loops  in  which  liquids  or  gases  are  cir¬ 
culated  under  monitored  and  controlled 
conditions.  For  purposes  of  determining 
Davis-Bacon  coverage,  loops  may  be 
classed  as  loop  facilities  or  as  loop  set¬ 
ups.  Both  of  these  classes  of  loops  can 
include  in-reactor  loops  and  out-of-re¬ 
actor  loops.  In  differentiating  between 
clearly  identified  loop  set-ups  and  loop 
facilities,  an  area  exists  in  which  there 
have  been  some  questions  of  coverage, 
such  as  certain  loops  at  the  Material 
Test  Reactor  and  Engineering  Test  Re¬ 
actor  at  the  National  Reactor  Test  Site. 
Upon  clarification  of  this  area,  further 
illustrations  will  be  added.  In  the  mean¬ 
time,  the  differentiation  between  loop 
set-ups  and  loop  facilities  must  be  made 
on  a  case-by-case  basis,  taking  into 
account  the  total  criteria  set  forth  in  this 
subpart. 

(i)  Loop  set-ups.  The  assembly,  erec¬ 
tion,  modification  and  disassembly  of  a 
loop  set-up  is  noncovered.  A  noncontro- 
versial  example  of  a  loop  set-up  is  one 
which  is  assembled  in  a  laboratory,  e.g.. 
Oak  Ridge  National  Labcratory,  Argonne 
National  Laboratory,  and  Lawrence  Ra¬ 
diation  Laboratory,  for  a  particular  test 
and  thereafter  disassembled.  However, 
preparatory  work  for  a  loop  set-up  re¬ 
quiring  structural  changes  or  modifica¬ 
tions  of  basic  utility  services — as  distin¬ 
guished  from  connections  thereto — is 
covered  as  is  material  and  equipment 
that  is  installed  for  a  loop  set-up  which 
is  a  permanent  part  of  the  facility  or 
which  is  used  for  a  succession  of  experi¬ 
mental  programs. 

(ii)  Loop  facilities.  A  loop  facility  dif¬ 
fers  from  a  loop  set-up  in  that  it  is  of  a 
more  permanent  character;  usually, 
but  not  always,  of  greater  size;  normally 
involves  the  building  or  modification  of 
a  structure;  sometimes  is  installed  as  a 
part  of  construction  of  the  facility;  and 
may  be  designed  for  use  in  a  succession 
of  experimental  programs  over  a  longer 


period  of  time.  Examples  of  loop  facili¬ 
ties  are  the  in-reactor  “K”  loops  at  Han¬ 
ford  and  the  large  Aircraft  Nuclear  Pro- 
pxiision  loop  at  National  Reactor  Test 
Site.  The  onsite  assembly  and  erection 
of  such  loop  facilities  are  covered.  How¬ 
ever,  once  a  loop  facility  is  completed  and 
becomes  operational,  the  criteria  set  forth 
above  for  operational  and  maintenance 
activities  apply. 

(3)  Reactor  component  experiments. 
Other  experiments  are  carried  on  by  in¬ 
sertion  of  experimental  components 
within  reactor  systems  without  the  use 
of  a  loop  assembly.  Illustrative  of  re¬ 
actor  facilities  erected  for  such  experi¬ 
mental  purposes  are  the  special  power 
excursion  test  reactors  (SPERT)  at  the 
National  Reactor  Test  Site,  which  are 
designed  for  studying  reactor  behavior 
and  performance  characteristics  of  cer¬ 
tain  reactor  components.  Such  a  facility 
may  consist  of  a  reactor  vessel,  pressuriz¬ 
ing  tank,  coolant  loops,  pumps,  heat  ex¬ 
changers,  and  other  auxiliary  equip¬ 
ment  as  needed.  The  facility  also  may  in¬ 
clude  sufficient  shielding  to  permit  work 
on  the  reactor  to  proceed  following  a 
short  period  of  power  operation  and 
buildings  as  needed  to  house  the  realtor 
and  its  auxiliary  equipment.  The  erection 
and  onsite  assembly  of  such  a  reactor 
facility  is  covered  work,  but  the  com¬ 
ponents  whose  characteristics  are  imder 
study  are  excluded  from  coverage.  To  il¬ 
lustrate,  one  of  the  SPERTs  planned  for 
studies  of  nuclear  reactor  safety  Is  de¬ 
signed  to  accommodate  various  internal 
fuel  and  control  assemblies  as  required 
to  conduct  a  particular  test.  Accordingly, 
the  internal  structure  of  the  pressure  ves¬ 
sel  is  so  designed  that  cores  of  different 
shapes  and  sizes  may  be  placed  in  the 
vessel  for  investigation,  or  the  entire  in¬ 
ternal  structure  may  be  easily  removed 
and  replaced  by  a  structure  which  will 
accept  a  different  core  design.  Similarly, 
the  control  rod  assembly  is  arranged  to 
provide  for  flexibility  in  the  removal  of 
instriunent  leads  and  experimental  as¬ 
semblies  from  within  the  core. 

(4)  Tests  or  experiments  in  peaceful 
uses  of  nuclear  energy.  These  tests  or  ex¬ 
periments  are  varied  in  nature  and  some 
are  only  in  a  planning  state.  These  tests 
or  experiments  consist  of  a  single  or 
series  of  nuclear  or  nonnuclear  detona¬ 
tions  for  the  purposes  of  acquiring  data. 
The  data  can  include  seismic  effects, 
radiation  effects,  amount  of  heat  gen¬ 
erated,  amoiint  of  material  moved  and 
so  forth.  Some  of  these  tests  are  con¬ 
ducted  in  existing  mines  while  others 
are  conducted  in  locations  specifically 
constructed  for  the  tests  or  experiments. 
In  general,  all  work  which  can  be  per¬ 
formed  in  accordance  with  customary 
drawings  and  specifications  as  well  as 
other  work  in  connection  with  prepara¬ 
tion  of  facilities  is  treated  as  covered 
work.  Such  .work  includes  tunneling, 
drilling,  excavation  and  backfilling,  erec¬ 
tion  of  buildings  or  other  structures,  and 
installation  of  utilities.  The  installation 
of  the  nonnuclear  material  or  nuclear 
device  to  be  detonated,  the  instrumenta¬ 
tion,  and  connections  between  such  ma¬ 
terial  or  device  and  the  instrumentation 
are  treated  as  noncovered  work. 


(5)  Tests  or  experiments  in  militan 
uses  of  nuclear  energy.  As  is  the  case  in 
S  9-12.450-2  (h)  (4) ,  these  tests  or  expert- 
ments  can  be  varied  in  nature.  However 
imder  this  category  it  is  intended  to  in¬ 
clude  only  detonations  of  nonnuclear  ma¬ 
terial  or  nuclear  devices.  The  material 
or  devices  can  be  detonated  either  under- 
groimd,  at  ground  level  or  above  the  * 
ground.  These  tests  or  experiments  have 
been  conducted  in,  on,  or  in  coimection  ; 
with  facilities  specifically  constructed  for  ! 
such  tests  or  experiments.  As  is  the  case 
with  respect  to  tests  or  experiments  in 
peaceful  uses  of  nuclear  energy,  all  work 
which  can  be  performed  in  accord  with 
customary  drawings  and  specifications 
as  well  as  other  work  in  connection  with 
preparation  of  facilities  are  treated  as 
covered  work.  Such  work  includes  build¬ 
ing  of  towers  or  similar  structures,  tun¬ 
neling,  drilling,  excavation  and  back-  1 
filling,  erection  of  buildings  or  other 
structures,  and  installation  of  utilities. 
The  installation  of  the  nonnuclear  ma¬ 
terial  or  nuclear  device  to  be  detonated, 
the  instrumentation,  and  connections 
between  such  material  or  device  and 
instrumentation  are  treated  as  non¬ 
covered  work, 

(i)  Construction  site  contiguous  to  an 
established  manufacturing  facility.  As 
AEC-owned  property  sometimes  em¬ 
braces  several  thousands  of  acres  of  real 
estate,  a  number  of  separat  facilities 
may  be  located  in  areas  contiguous  to 
each  other  on  the  same  property  These 
facilities  may  be  built  over  a  period  of 
years,  and  established  manufacturing  ac¬ 
tivities  may  be  regularly  carried  on  at  one 
site  on  the  property  at  the  same  time  that 
construction  of  another  facility  is  under¬ 
way  at  another  site.  On  occasion,  the 
regular  manufacturing  activities  of  the 
operating  contractor  at  the  first  site  may 
include  the  manufacture,  assembly  and 
reconditioning  of  components  and  equip¬ 
ment  which  in  other  industries  woidd 
normally  be  done  in  established  commer¬ 
cial  plants.  While  the  manufacture  of 
components  and  equipment  in  the  manu¬ 
facturing  plant  is  noncovered,  the  instal¬ 
lation  of  any  such  manufactured  items 
on  a  construction  Job  is  covered. 

Subpart  9—12.6 — Walsh-Healey 
Public  Contracts  Act 
§  9—12.602  Applicability. 

§  9—12.602—3  Department  of  Labor  reg¬ 
ulations  and  interpretWtions. 

The  requirements  of  FPR  Subpart 
1-12.6  and  this  subpart  apply  to  procure¬ 
ment  by  cost-type  contractors  operating 
and  managing  AEC-owned  facilities  to 
the  same  extent  and  under  the  same  con¬ 
ditions  such  requirements  apply  to  direct 
procurement  (Department  of  Labor  Cir¬ 
cular  Letter  No.  4-62,  dated  July  .16, 
1962). 

§  9—12.650  Safety  and  health  Mandard*. 

Since  AEC  has  safety  and  health 
standards  compatible  with  those  of  41 
CFR  50-204,  the-  Labor  Department  has 
agreed  to  accept  AEC’s  program  for  in¬ 
spection  and  evaluation  of  compliance  in 
lieu  of  establishing  its  own  program  of 
inspection  and  evaluation  to  the  extent 
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the  Walsh-Healey  safety  and  health 
standards  are  applicable  to  operations 
conducted  for  AEC  at  AEC-owned  and/or 
controUed  sites  or  facilities. 

Subpart  9-12.7 — [Reserved! 

Subpart  9-12.8 — Equal  Opportunity 
in  Employment 

1 9.1 2.800  Scope  of  subpart. 

(a)  This  subpart  implements  FPR 
Subpart  1-12.8,  Equal  Opportxmity  in 
Employment. 

(b)  The  provisions  of  FPR  Subpart 
1-12.8  and  this  subpart  apply  to  cost-type 
contractor  procurement. 

§  9-12.805  Administration. 

§  9-12.805—1  Duties  of  agencies. 

(a)  The  Assistant  to  the  General 
Manager  is  the  AEC  Contracts  Compli¬ 
ance  OfQcer. 

(b)  Heads  of  Divisions  and  Offices, 
Headquarters,  having  contract  authority 
and  Managers  of  Field  Offices  are  Deputy 
Contracts  Compliance  Officers. 

§9-12.805—50  Preaward  procedure  for 
formally  advertised  supply  contracts 
of  81  million  or  more. 

(a)  In  invitations  for  bids  for  formally 
advertised  supply  contracts  which  may 
result  in  a  bid  of  $1  million  or  more,  the 
following  representation  shall  be  ob¬ 
tained  from  bidders: 

The  bidder  represents: 

(1)  That  a  full  compliance  review  of  the 
bidder's  employment  practices  □  has  □  has 
not  been  conducted  by  an  agency  of  the 
Federal  Oovernment;  that  such  compliance 
relvew  □  has  □  has  not  been  conducted  for 
the  bidder’s  known  first- tier  $1  million  or 
more  subcontractors. 

(2)  That  the  most  recent  compliance  re- 
Tlers  were  conducted  as  follows:  Name  of 
contractor  (known  first-tier  $1  million  or 
more  subcontractors) ;  date;  Federal  Agency. 

(b)  Invitations  for  bids  for  contracts 
described  in  paragraph  (a)  of  this  sec¬ 
tion  shall  require  a  bidder  to  submit  with 
his  bid  a  copy  of  the  latest  compliance 
report,  SF-100,  which  he  has  filed  under 
Executive  Order  11246,  tmder  Title  Vn 
of  the  Civil  Rights  Act  of  1964,  or  as  a 
member  of  Plans  for  Progress.  If  no  such 
report  has  been  filed,  a  current  SF-100 
slall  be  submitted  with  the  bid.  The  in¬ 
vitation  should  also  require  bidders  to 
submit  such  reports  for  their  known  first- 
tier  $1  million  subcontractors. 

§  9-12.805—51  Preaward  contract  ac¬ 
tions — nonexempt  contracts. 

(a)  Formally  advertised  supply  con¬ 
tracts.  Before  the  award  of  a  formally 
advertised  nonexempt  contract  of  $1 
million  or  more,  the  contracting  officer 
shall  determine  by  means  of  a  preaward  - 
compliance  review,  as  outlined  in  FPR 
l-12.805-5(d),  that  the  prospective  con¬ 
tractor  and  each  of  his  known  first-tier 
subcontractors  who  will  be  awarded  sub¬ 
contracts  of  $1  million  or  more,  are  able 
to  comply  with  the  Equal  Opportunity 
clause. 

(b)  Other  formally  advertised  or  nego- 
med  prime  contracts.  (1)  The  proce¬ 
dures  set  forth  in  FPR  1-12.805-1  (d)  re¬ 
garding  the  award  of  contracts  shall  be 


RULES  AND  REGULATIONS 

followed  in  all  prime  contracts  for 
$500,000  or  more. 

(2)  In  prime  contracts  for  less  than 
$500,000,  the  procedures  set  forth  in  FPR 
1-12.805-1  (d)  regarding  the  award  of 
contracts  may  be  applied  at  the  discre¬ 
tion  of  the  contracting  officer. 

(c)  Cost-type  contractor  procure¬ 
ments.  (1)  Prior  to  approval  of  procure¬ 
ment  transactions  under  cost-type 
contracts  involving  the  operation,  main¬ 
tenance,  servicing,  management,  or  con¬ 
struction  of  AEC  facilities  (including 
research  and  development  facilities) , 
contracting  officers  shall: 

(1)  Comply  with  the  procedures  in 
FPR  1-12.805-5  (d)  with  respect  to  any 
procurement  of  supplies  of  $1  million  or 
more  awarded  under  the  competitive  bid 
or  quotation  and  award  procedure. 

(li)  Comply  with  the  procedures  in 
FPR  1-12.805-1  (d)  with  respect  to  all 
procurement  actions  of  $500,000  or  more. 

(2)  The  extent  to  which  the  proce¬ 
dures  in  FPR  1-12.805-1  (d)  apply  with 
respect  to  procurement  actions  under 
$500,000  shall  be  determined  by  con¬ 
tracting  officers. 

(d)  Preaward  affirmative  action  re¬ 
quirements  for  construction  work  to  be 
performed  under  AEC  prime  contracts 
and  under  subcontracts  awarded  by  cost- 
type  contractors.  In  addition  to  the  pro¬ 
visions  of  paragraphs  (b)  and  (c)  of 
this  section  and  of  FPR  1-12.810  (affirm¬ 
ative  action  compliance  programs) : 

(1)  Where  the  Director,  OFCC,  has 
designated  specific  contract  construction 
affirmative  action  requirements  for  a 
particular  labor  area,  the  Invitation  for 
Bids  (IFB)  or  Request  for  Proposals 
(RFP)  for  construction  work  in  such 
area  shall  include  the  specific  affirmative 
action  requirements  established  by 
OFCC  and  such  additional  requirements 
as  the  contracting  officer  determines 
necessary. 

(2)  Contracting  officers  are  author¬ 
ized  with  respect  to  construction  work 
not  covered  by  subparagraph  (1)  of  this 
paragraph  to  include  in  the  IFB’s  or 
RFP’s  for  such  work  specific  affirmative 
action  requirements. 

(3)  Failure  by  a  bidder  to  establish  his 
ability  to  meet  the  affirmative  action  re¬ 
quirements  included  in  an  IFB  or  RFP 
constitutes  grounds  for  determination 
that  the  bidder  does  not  qualify  as  a  re¬ 
sponsible  bidder,  and  for  rejection  of  his 
bid.  In  the  case  of  procurement  actions 
by  AEC  prime  cost-tsqje  contractors,  this 
determination  shall  be  made  only  with 
the  approval  of  the  contracting  officer. 

(e)  Available  information.  “Available 
information”  as  used  in  FPR  1-12.805-1 
(d)  (2)  includes  either  a  compliance  re¬ 
view  report  (no  older  than  1  year) 
prepared  by  the  AEC  or  another  agency 
(when  the  AEC  is  not  the  compliance 
agency)  or  sufficient  statistical  informa¬ 
tion  and  other  information  (relevant  to 
the  contractor’s  or  subcontractor’s  EEO 
compliance  and  no  older  than  1  year) 
to  permit  a  valid  EEO  evaluation.  When 
the  AEC  is  not  the  compliance  agency, 
the  agency  which  is  the  compliance 
agency  shall  be  requested  to  furnish  a 
compliance  report. 
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§  9—12.810  Affirmative  action  compli¬ 
ance  programs. 

§  9—12.810—50  Definitions. 

As  used  in  FPR  1-12.810, 

(a)  The  term  “employee”  means  any 
individual  on  the  payroll  of  an  employer 
who  is  an  employee  for  purposes  of  the 
employer’s  withholding  of  Social  Security 
taxes,  except  that  such  term  shall  not 
Include  persons  who  are  hired  on  a  casual 
or  temporary  basis  for  a  specified  period 
of  time  or  for  the  duration  of  a  specified 
job; and 

(b)  The  term  “establishment”  means 
an  economic  unit  which  produces  goods 
or  services  such  as  a  factory,  office,  store, 
or  mine  and,  in  most  instances,  the  estab¬ 
lishment  is  at  a  single  physical  location 
and  is  engaged  in  one,  or  predominantly 
one,  type  of  economic  acti^ty. 

Subpart  9-12.9 — Service  Contract  Act 
of  1965 

§  9—12.902  Applicability. 

The  Service  Contract  Act  of  1965  is  not 
applicable  to  contracts  for  the  operation 
and  management  of  AEC  facilities.  How¬ 
ever,  subcontracts  awarded  by  contrac¬ 
tors  operating  and  managing  AEC  facili¬ 
ties  are  subject  to  the  Act  to  the  same 
extent  and  under  the  same  conditions  as 
contracts  made  directly  by  AEC. 

§  9—12.904  Contract  clauses. 

Subcontracts  awarded  by  contractors 
operating  and  managing  AEC  facilities 
shall  include  the  applicable  clause  in 
FPR  1-12.904  with  such  modifications  as 
would  otherwise  be  appropriate  had  this 
clause  been  Included  in  the  prime  con¬ 
tract,  including  the  modification  neces¬ 
sary  if  §  9-12.103-51  applies. 

Subpart  9—12.50 — [Reserved! 

Subpart  9—12.51 — Special 
Considerations 
§  9—12.5100  Scope  of  subpart. 

This  subpart  deals  with  special  con¬ 
siderations  affecting  construction  labor¬ 
ers  and  mechanics. 

§  9-12.5101  General. 

(a)  As  collective  bargaining  arrange¬ 
ments  exist  generally  throughout  the 
construction  industry,  the  wages,  hours 
and  working  conditions  followed  for  con¬ 
struction  laborers  and  mechanics  nor¬ 
mally  will  result  from  collective  bar¬ 
gaining  between  management  and  labor. 
It  is  important  that  practices  contribut¬ 
ing  to  harmonious  labor-management 
relations  prevail  throughout  the  AEC 
program.  All  participants  in  the  AEC 
program,  including  employees  and  their 
unions,  have  a  special  and  continuing 
obligation  to  do  their  part  in  accom¬ 
plishing  a  stable,  efficient  construction 
operation  imder  adequate  and  reasonable 
conditions. 

(b)  In  some  areas,  AEC  construction 
is  a  minor  part  of  local  construction  ac¬ 
tivity,  while  in  other  areas  AEC  construc¬ 
tion  may  at  times  overshadow  local  con¬ 
struction.  Normally,  there  will  be  a  num¬ 
ber  of  contractors  and  subcontractors, 
both  cost-type  and  lump-sum,  engaged 
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simultaneously  on  a  single  large  AEC 
project.  It  Is  Important  that  adequate 
coordination  exist  among  all  such  con¬ 
tractors  in  order  that  similar  conditions 
are  provided  for  all  construction  em¬ 


ployees  in  a  given  classification  at  a  par¬ 
ticular  location. 

(c)  The  problem  of  establishing  ap¬ 
propriate  conditions  for  the  large  proj¬ 
ects  is  complicated  by  the  essential  re¬ 
quirement  that  initial  conditions  be 
clearly  identified  and  fixed  prior  to  re¬ 
cruitment  of  the  work  force.  This  factor 
involves  applicability  of  all  pertinent 
Federal  statutes.  Including  the  Davis- 
Bacon  Act  and  the  Labor-Management 
Relations  Act  of  1947,  as  amended  (29 
UB.C.  141  et  seq.) . 

§  9—12.5102  Steps  preliminary  to  the 

staffing  of  new  cost-type  projects. 

Preliminary  to  the  actual  recruitment 
of  workers,  it  is  Important  that  sufficient 
data  be  accumulate  by  the  Field  Office 
concerned  to  refiect  area  practices  ac- 
ctirately.  These  data  should  cover  in  de¬ 
tail  the  pattern  of  bargaining  in  the 
area;  the  proportion  of  the  work  force 
employed  by  employer  parties  to  collec¬ 
tive  bargaining  agreements  in  relation  to 
the  total  construction  work  force;  the 
terms  of  local  area  agreements;  the  ex¬ 
tent  of  conformance  with  such  agree¬ 
ments  and  any  accepted  Interpretations 
of  them;  and  a  description  of  practices 
which  may  have  developed  outside  of 
the  local  agreements.  These  data  will  fur¬ 
nish  the  basis  for  decision  contemplated 
in  8  9-12.5103  and  8  9-12.5104.  Where 
the  data  indicate  local  agreements  are 
adequate  for  the  contemplated  work, 
there  may  still  be  gaps  that  need  to  be 
filled  in  by  additional  understandings  to 
attain  the  desired  stability  of  conditions. 
The  data  obtained  in  the  initial  survey 
will  also  be  used  in  connection  with  the 
original  Davls-Bacon  predetermination. 

§  9—12.5103  Role  of  project  contractor 
management  in  collective  bargaining. 

AEC  expects  contractor  management 
engaged  in  the  negotiation  and/or  ad¬ 
ministration  of  collective  bargaining 
agreements  to  assiune  responsibility  for 
assuring  conditions  which  are  consistent 
with  the  judicious  expenditure  of  public 
fimds,  will  attract  and  retain  the  skills 
needed,  and  will  give  due  consideration 
to  the  community’s  interests  and  estab¬ 
lished  standards.  To  meet  these  respon¬ 
sibilities,  it  is  lmp>ortant  that  the  collec¬ 
tive  bargaining  role  to  be  played  by  proj¬ 
ect  contractor  management  be  clearly 
determined  in  the  light  of  project  re¬ 
quirements  and  local  conditions.  Pre¬ 
requisite  to  determination  of  this  role  is 
a  careful  analysis  of  all  relevant 
circumstances. 

(a)  Where  AEC  work  does  not  pre¬ 
dominate.  In  an  area  where  AEC  con¬ 
struction  does  not  overshadow  total  local 
construction  activity,  and  the  majority 
of  construction  is  performed  by  members 
of  local  contractor  associations,  AEC  ex¬ 
pects  that  basic  conditions  for  labor  on 
AEC  projects  will  be  those  negotiated 
between  the  local  contractor  associations 
and  local  unions  and  generally  adhered 
to  on  construction  work  in  the  area.  In 


such  situations,  AEC  cost-type  contrac¬ 
tors  will  provide  for  clear  identification 
and  application  to  the  AEC  work  of  these 
local  agreements.  In  such  application,  the 
conditions  to  be  followed  on  AEC  work 
will  be  those  which  obtain  in  actual  prac¬ 
tice  in  the  area  covered  by  the  agreement 
and  are  consistent  with  applicable  laws, 
rather  than  those  appearing  from  a  lit¬ 
eral  interpretation  of  the  language  of 
the  agreement.  Conditions  not  covered 
by  local  agreements  may  be  provided  for 
by  such  arrangements  as  are  necessary 
to  meet  project  goals. 

(b)  Where  local  agreements  are  non¬ 
existent  or  inadequate.  In  some  areas, 
local  agreements  may  be  nonexistent,  or 
inadequate,  or  the  employer  parties  may 
not  be  representative  of  the  employers  of 
the  bulk  of  the  labor  force  in  the  area. 
In  such  event,  AEC  contractors  are  ex¬ 
pected  to  carry  their  share  of  the  respon¬ 
sibility  for  negotiations  and  to  negotiate 
directly  or  in  cooperation  with  others  to 
establish  appropriate  conditions. 

(c)  Where  AEC  work  predominates. 
In  an  area  where  AEC  construction  work 
is  of  such  magnitude  as  to  overshadow 
local  construction,  it  may  be  desirable  for 
Commission  contractors  to  negotiate  spe¬ 
cial  project  conditions  (on  either  a  craft 
or  a  multi-craft  basis)  as  the  best  way 
to  meet  their  obligations  to  AEC.  Such 
agreements  usually  involve  the  establish¬ 
ment  of  new  bargaining  units  and  are 
therefore  dependent  upon  the  voluntary 
cooperation  of  the  building  trades  imions. 
Normally,  both  the  Building  Trades  De¬ 
partment  (AFL-CIO)  and  the  Division 
of  Labor  Relations,  AEC,  should  be  con¬ 
sulted  in  respect  to  any  such  prop>osed 
course  of  action. 


assure  that  the  negotiators  of  project 
agreements,  both  union  and  manful 
ment,  are  fully  informed  and  take  into 
accoimt  all  relevant  factors  pertaming 
to  the  particular  circumstances,  require- 
ments  and  schedules  of  the  project,  e.g 
any  conditions  peculiar  to  the  project 
duration  of  project,  tenure  of  employ, 
ment,  housing  and  travel  accommod*. 
tions,  length  of  regular  workweek,  uni¬ 
formity  of  shift,  special  subsidies,  etc 

(e)  To  encourage  contractor  offciak 
and  representatives  of  employees  to  es¬ 
tablish  similar  conditions  among  all  con¬ 
struction  employers  for  .each  class  or 
classification  of  employees  at  a  prarUcu- 
lar  location. 

(f)  To  encourage  contractor  officials 
and  representatives  of  employees  to  ex¬ 
ert  every  reasonable  effort  either  to  pro¬ 
vide  clear  identification  and  application 
of  practices  under  local  agreements  or  to 
make  and  maintain  project  agreements 
on  AEC  construction  projects. 

(g)  To  encourage  contractor  officials 
and  representatives  of  employees  to 
establish  reliable  working  contact  be¬ 
tween  the  AEC  project  contractors  and 
any  imions  that  are  cooperating  in  stall¬ 
ing  the  job. 


§  9—12.5104  Role  of  the  AEC  in  con¬ 
struction  labor  relations. 


The  role  of  AEC  in  construction  labor 
relations  is  a  constructive  role  of  overall 
cognizance  consistent  with  AEC’s  ulti¬ 
mate  responsibilities.  The  scope  of  the 
construction  program,  the  complexity  of 
the  problems  which  may  arise,  and  the 
need  for  coordination  among  contrac¬ 
tors  at  the  same  site  are  factors  which 
affect  the  degree  of  influence  exercised  by 
AEC  in  carrying  out  the  following  re¬ 
sponsibilities: 

(a)  To  assure  that  a  careful  advance 
survey  and  analysis  is  made  of  each  con¬ 
tract  situation  and  that  the  role  of  the 
contractor  management  is  in  accordance 
with  the  considerations  in  8  9-12.5103. 

(b)  To  establish  effective  machinery 
for  coordination  among  project  contrac¬ 
tor  management,  both  cost  reimburse¬ 
ment  and  lump  sum. 

(c)  With  respect  to  AEC  contracts 
carried  out  imder  area  practices,  to  as¬ 
sure  that  conditions  proposed  for  AEC 
cost-reimbursement  contracts  are  actu¬ 
ally  prevalent  in  the  area  or  have  other 
substantial  foundation  and  that,  to  the 
extent  consistent  with  the  terms  of  lump¬ 
sum  contracts,  practices  established  by 
lump-sum  contractors  are  not  of  a  char¬ 
acter  that  will  unstabllize  other  AEC 
work. 

(d)  With  respect  to  AEC  contracts 
carried  out  under  project  agreements, 
as  distinguished  from  area  practices,  to 
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§  9—12.5105  Initial  M'age  ratrs. 

The  wage  rates  initially  established 
under  both  cost-type  and  lump-sum  con¬ 
tracts  will  not  be  less  than,  and  will 
normally  conform  to,  those  determined 
by  the  Secretary  of  Labor  pursuant  to 
the  requirements  of  the  Davis-Bacon  Ad 
On  cost  reimbursement  work  the  total 
compensation  on  the  AEC  project  will 
be  comparable  with  the  total  compensa¬ 
tion  allowed  similar  workers  in  an  ap¬ 
propriate  area  of  comparison.  Where  the 
AEC  project  is  applying  the  practices 
under  local  agreements,  the  area  of  com¬ 
parison  normally  will  be  the  geographic 
area  within  the  jurisdiction  of  each  local 
union  cooperating  in  staffing  the  projed. 
In  this  type  of  situation,  the  application 
of  local  practices  and  agreements  will 
usually  be  carried  out  on  an  item-by- 
item  basis.  Where  a  project  agreement 
has  been  agreed  on  as  the  foundation 
for  project  conditions,  the  area  of  com¬ 
parison  for  each  craft  should  be  large 
enough  to  provide  a  sound  base  which 
will  result  in  realistic  wage  rates.  In  the 
development  of  a  project  agreement,  the 
Division  of  Labor  Relations  should  be 
consulted. 

§  9—12.5106  Adjustments  in  rompeiiM- 
tion  cost-type  contracts. 

Subject  to  any  limitation  imposed  by 
any  applicable  labor  laws,  changes  in 
established  wage  rates  and  working  con¬ 
ditions  under  cost-type  contracts  may 
be  effected  as  follows; 

(a)  Project  agreements.  Adjustmenb 
in  wage  rates  and  other  job  conditions 
established  in  project  collective  bargain¬ 
ing  agreements  may  be  effected  by  the 
renegotiation  or  modification  of  the 
agreements  at  appropriate  times,  and  by 
the  reopening  of  existing  agreements  as 
provided  therein.  The  Division  of  Labor 
Relations  should  be  consulted  as  to 
appropriate  criteria  to  follow  in  review 
of  such  reopenings. 
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(b)  In  the  absence  of  project  agree- 
ments.  In  situations  where  AEG  oost- 
type  contractors  apply  local  established 
conditions  included  in  applicable 
bargaining  agreements,  adjustments  in 
wages  and  job  conditions  may  coincide 
widi  changes  within  the  locality.  Wage 
rates  may  be  adjusted  to  bring  rates  into 
conformity  with  new  rates  which  are 
verified  as  established  in  the  area  at  the 
time  of  their  acceptance  for  AEG  work. 

8  9-12.5107  National  Joint  Board  for 
^  the  Settlement  of  Jurisdictional  Dis* 
putes  in  the  Building  and  Construc¬ 
tion  Industry. 

Construction  contractors  and  repre¬ 
sentatives  of  employees  are  encouraged 
to  settle  craft  jurisdiction  disputes  in  ac¬ 
cordance  with  the  “Procedural  Rules  and 
Regulations”  of  the  National  Joint 
Board. 

§9-12.5108  Specific  responsibilities. 

In  discharging  their  assigned  responsi¬ 
bilities,  Directors,  Headquarters  Divi¬ 
sions  and  Offices,  and  Managers  of  Field 
Offices  shall  take  such  action  as  is  re¬ 
quired  to  accomplish  the  AEG  role  de¬ 
scribed  in  §  9-12.5104. 

§9-12.5109  Responsibility  of  the  Di¬ 
rector,  Division  of  Labor  Relations. 

The  Director,  Division  of  Labor  Rela- 
ti(>ng,  is  responsible  for  coordinating  all 
activities  arising  under  this  subpart,  and 
lor  maintaining  liaison  with  the  Depart¬ 
ment  of  Labor,  the  Building  Trades  De¬ 
partment  (AFL-GIO)  and  other  con¬ 
struction  labor  and  employer  organiza¬ 
tions. 


Subpart  9-12.52 — Unemployment 
'  Compensation 

§  9-12.5200  Scope  of  subpart. 

This  subpart  establishes  policies  and 
requirements  concerning  provision  for 
unemployment  compensation  by  AEG 
cost-type  contractors. 

§  9-12.5201  Policies  and  requirements. 
§9-12.5201-1  General. 

Each  State  has  its  own  unemployment 
compensation  system  to  provide  pay¬ 
ments  to  workers  who  become  unem¬ 
ployed  Involuntarily  and  through  no 
fault  of  their  own.  Funds  are  provided 
lor  unemployment  compensation  bene¬ 
fits  through  a  payroll  tax  on  employers. 
Most  AEC  contractors  are  subject  to  the 
unemployment  compensation  tax  laws  of 
the  States  in  which  they  are  located.  It 
Is  the  policy  of  AEG  to  assure,  both  in  the 
negotiation  and  administration  of  cost- 
type  contracts,  that  economical  and 
practical  arrangements  are  made  and 
practiced  with  respect  to  unemployment 
compensation. 

§9-12.5201—2  Contractors  exempt 
from  State  laws. 

<a)  Some  contractors  are  exempt  from 
State  unemployment  compensation  laws, 
usually  on  grounds  that  they  are  non¬ 
profit  organizations  or  subdivisions  of 
State  governments.  Most  States,  how- 
permit  such  employers  to  elect  im- 
®ployment  compensation  coverage  on  a 


voluntary  basis.  Under  such  circum¬ 
stances,  it  is  AEG  policy  that  all  existing 
or  prospective  cost-type  contractors  shall 
be  encouraged  to  provide  imemployment 
compensation  coverage  or  equivalent 
substitutes. 

(b)  It  is  also  AEG  policy  that,  prior 
to  the  award  or  extension  of  a  cost-type 
contract  for  the  operation  of  a  Govern¬ 
ment-owned  facility,  exempt  contractors 
or  prospective  contractors  shall  be  re¬ 
quired  to  submit  to  AEG  a  statement  that 
they  will  either  elect  coverage  or  provide 
equivalent  substitutes  for  unemployment 
compensation  or,  in  the  alternative,  sub¬ 
mit  evidence  that  it  is  impractical  to  do 
so.  In  all  cases  where  an  exempt  con¬ 
tractor  or  prospective  contractor  submits 
evidence  that  it  is  impractical  to  elect 
coverage  or  to  provide  an  equivalent 
substitute,  appropriate  Headquarters 
staff  shall  review  the  position  of  the  con¬ 
tractor  prior  to  recommending  an  award 
or  extension  of  the  contract.  If  it  is 
found  that  there  are  substantial  reasons 
for  not  electing  coverage  or  for  not  pro¬ 
viding  equivalent  substitutes,  a  contract 
may  be  awarded  or  extended.  Headquar¬ 
ters  staff  review  and  recommendation 
shall  be  based  on  such  factors  as: 

(1)  The  specific  provisions  of  the  un¬ 
employment  compensation  law  of  the 
State. 

(2)  The  extent  to  which  the  estab¬ 
lishment  of  special  conditions  on  AEG 
work  may  have  an  adverse  effect  on  the 
contractor’s  general  policies  and  operat¬ 
ing  costs  in  his  private  operations. 

(3)  The  numerical  relationship  be¬ 
tween  the  contractor’s  private  work  force 
and  his  employees  performing  only  AEG 
work. 

(4)  The  contractor’s  record  with  re¬ 
spect  to  work  force  stability  and  the  gen¬ 
eral  outlook  with  respect  to  future  work 
force  stability. 

(5)  In  a  replacement  contractor  situ¬ 
ation,  whether  or  not  the  prior  contrac¬ 
tor  had  coverage  or  suitable  substitutes. 

(6)  The  particular  labor  relations  im¬ 
plications  involved. 


Subpart  9-12.53 — Workmen’s 
Compensation  Insurance 
§  9—12.5300  Scope  of  subpart. 

This  subpart  establishes-  the  policies 
and  requirements  applicable  to  AEG 
cost-type  contractors  managing,  operat¬ 
ing,  maintaining,  or  constructing  Gov¬ 
ernment-owned  facilities  for  insurance 
covering  workmen’s  compensation  and 
employer’s  liability.  This  subpart  does 
not  apply  to  supply  contracts  for  mate¬ 
rials,  equipment,  services,  etc.,  which  are 
to  be  performed  in  the  contractor’s  own 
facilities,  even  though  such  contracts 
may  provide  for  reimbursement  of  cer¬ 
tain  costs. 

§  9— 12..5301  Policies  and  requirements. 
§  9-12.5301-1  General. 

Workmen’s  compensation  insurance 
protects  employers  against  liability  im¬ 
posed  by  workmen’s  compensation  laws 
for  injury  or  death  to  employees  arising 
out  of  or  in  the  course  of  their  employ¬ 
ment.  This  type  of  insurance  is  required 


by  State  laws  unless  employers  have  ac¬ 
ceptable  programs  of  self-insurance. 

§  9—12.5301—2  Special  requirements. 

Gertain  workmen’s  compensation  laws 
contain  provisions  which  result  in  limit¬ 
ing  the  protection  afforded  persons  sub¬ 
ject  to  such  laws.  The  policy  of  the  AEG 
with  respect  to  these  limitations  as  they 
affect  persons  employed  by  cost-type 
contractors  falling  within  the  scope  of 
this  subpart  is  set  forth  below; 

(a)  Elective  provisions.  Some  work¬ 
men’s  compensation  laws  permit  an  em¬ 
ployer  to  elect  not  to  be  subject  to  its 
provisions.  It  is  the  policy  of  AEG  to  re¬ 
quire  cost-type  contractors  to  be  subject 
to  workmen’s  compensation  provisions  in 
jurisdictions  permitting  election. 

(b)  Statutory  immunity.  Under  the 
provisions  of  some  workmen’s  compensa¬ 
tion  laws,  certain  types  of  employers, 
e.g.,  nonprofit  educational  Institutions, 
are  relieved  from  liability.  If  a  contractor 
falling  within  any  of  these  categories  has 
a  statutory  option  to  accept  liability,  it  is 
the  policy  of  AEG  to  require  him  to  do  so. 

(c)  Limited  medical  benefits.  Some 
workmen’s  compensation  laws  limit  the 
liability  of  the  employer  for  medical  care 
to  a  maximum  dollar  amount  or  to  a 
specified  period  of  time.  In  such  cases,  a 
cost-type  contractor’s  workmen’s  com¬ 
pensation  Insurance  policy  should  con¬ 
tain  a  standard  extrastatutory  medical 
coverage  endorsement. 

(d)  Limits  on  occupational  disease 
coverage:  employer’s  liability.  Some 
workmen’s  compensation  laws  do  not 
provide  coverage  for  all  occupational 
diseases.  In  such  situations,  a  con¬ 
tractor’s  workmen’s  compensation  insur¬ 
ance  policy  should  contain  voluntary 
coverage  for  all  occupational  diseases. 

§  9— 12. .5301— 3  Contraelor  employees’ 
benefit  plan — self-insurers. 

The  policies  and  requirements  set  forth 
in  §  9-12.5301-2  apply  in  situations  where 
cost-type  contractors  at  Government- 
owned  atomic  energy  installations  pur¬ 
chase  workmen’s  compensation  insur¬ 
ance.  With  respect  to  self-insured  con¬ 
tractors,  the  objectives  specified  in  that 
subsection  shall  also  be  met.  Inasmuch  as 
self-insurers  cannot  comply  with  the 
technical  requirements  or  paragraphs  (c) 
and  (d)  of  §  9-12.5301-2,  the  AEG  en¬ 
courages  the  use  of  a  contract  supple¬ 
ment  providing  for  a  Gontractor 
Employees’  Benefit  Plan.  Under  unusual 
or  unique  circumstances,  where  ade¬ 
quately  justified,  certain  contractors  who 
are  not  self-insurers  may  also  be  con¬ 
sidered  eligible  for  a  Gontractor  Em¬ 
ployees’  Benefit  Plan. 


§  9-12.5302 
ties. 


Assignment  of  responsibili- 


§  9—12.5.302—1  General. 

Directors,  Headquarters  Divisions  and 
Offices,  and  Managers  of  Field  Offices, 
consistent  with  their  delegations  of  re¬ 
sponsibilities,  shall  assure  that  AEG  cost- 
type  contract  operations  at  Government- 
owned  atomic  energy  installations  are 
implemented  consistent  with  the  policies 
and  requirements  of  §  9-12.5301. 
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simultaneously  on  a  single  large  AEC 
project.  It  is  Important  that  adequate 
coordination  exist  among  all  such  con¬ 
tractors  in  order  that  similar  conditions 
are  provided  for  all  construction  em¬ 
ployees  in  a  given  classification  at  a  par¬ 
ticular  location. 

(c)  The  problem  of  establishing  ap¬ 
propriate  conditions  for  the  large  proj¬ 
ects  is  complicated  by  the  essential  re¬ 
quirement  that  initial  conditions  be 
clearly  identified  and  fixed  prior  to  re¬ 
cruitment  of  the  work  force.  This  factor 
Involves  applicability  of  all  pertinent 
Federal  statutes,  Including  the  Davis- 
Bacon  Act  and  the  Labor-Management 
Relations  Act  of  1947,  as  amended  (29 
UB.C.  141  et  seq.) , 

§  9—12.5102  Steps  preliminary  to  the 

staffing  of  new  cost-type  projects. 

Preliminary  to  the  actual  recruitment 
of  workers,  it  is  Important  that  sufficient 
data  be  accumulate  by  the  Field  Office 
concerned  to  reflect  area  practices  ac¬ 
curately.  These  data  should  cover  in  de¬ 
tail  the  pattern  of  bargaining  in  the 
area:  the  proportion  of  the  work  force 
employed  employer  parties  to  collec¬ 
tive  bargaining  agreements  in  relation  to 
the  total  construction  work  force;  the 
terms  of  local  area  agreements:  the  ex¬ 
tent  of  conformance  with  such  agree¬ 
ments  and  any  accepted  interpretations 
of  them:  and  a  description  of  practices 
which  may  have  developed  outside  of 
the  local  agreements.  These  data  will  fur¬ 
nish  the  basis  for  decision  contemplated 
in  §9-12.5103  and  8  9-12.5104.  Where 
the  data  indicate  local  agreements  are 
adequate  for  the  contemplated  work, 
there  may  still  be  gai>s  that  need  to  be 
filled  in  by  additional  understandings  to 
attain  the  desired  stability  of  conditions. 
The  data  obtained  in  the  initial  survey 
will  also  be  used  in  connection  with  the 
original  Davls-Bacon  predetermination. 

§  9—12.5103  Role  of  project  contractor 
management  in  collective  bargaining. 

AEC  expects  contractor  management 
engaged  in  the  negotiation  and/or  ad¬ 
ministration  of  collective  bargaining 
agreements  to  assume  responsibility  for 
assuring  conditions  which  are  consistent 
with  the  judicious  expenditure  of  public 
funds,  will  attract  and  retain  the  skills 
needed,  and  will  give  due  consideration 
to  the  community’s  interests  and  estab¬ 
lished  standards.  To  meet  these  respon¬ 
sibilities,  it  is  important  that  the  collec¬ 
tive  bargaining  role  to  be  played  by  proj¬ 
ect  contractor  management  be  clearly 
determined  in  the  light  of  project  re¬ 
quirements  and  local  conditions.  Pre¬ 
requisite  to  determination  of  this  role  is 
a  careful  analysis  of  all  relevant 
circiunstances. 

(a)  Where  AEC  work  does  not  pre¬ 
dominate.  In  an  area  where  AEC  con¬ 
struction  does  not  overshadow  total  local 
construction  activity,  and  the  majority 
of  construction  is  performed  by  members 
of  local  contractor  associations,  AEC  ex¬ 
pects  that  basic  conditions  for  labor  on 
AEC  projects  will  be  those  negotiated 
between  the  local  contractor  associations 
and  local  unions  and  generally  adhered 
to  on  construction  work  in  the  area.  In 


such  situations,  AEC  cost-type  contrac¬ 
tors  will  provide  for  clear  identification 
and  application  to  the  AEC  work  of  these 
local  agreements.  In  such  application,  the 
conditions  to  be  followed  on  AEC  work 
will  be  those  which  obtain  in  actual  prac¬ 
tice  in  the  area  covered  by  the  agreement 
and  are  consistent  with  applicable  laws, 
rather  than  those  appearing  from  a  lit¬ 
eral  interpretation  of  the  language  of 
the  agreement.  Conditions  not  covered 
by  local  agreements  may  be  provided  for 
by  such  arrangements  as  are  necessary 
to  meet  project  goals. 

(b)  Where  local  agreements  are  non¬ 
existent  or  inadequate.  In  some  areas, 
local  agreements  may  be  nonexistent,  or 
inadequate,  or  the  employer  parties  may 
not  be  representative  of  the  employers  of 
the  bulk  of  the  labor  force  in  the  area. 

In  such  event,  AEC  contractors  are  ex¬ 
pected  to  carry  their  share  of  the  respon¬ 
sibility  for  negotiations  and  to  negotiate 
directly  or  in  cooperation  with  others  to 
establish  appropriate  conditions. 

(c)  Where  AEC  work  predominates. 
In  an  area  where  AEC  construction  work 
is  of  such  magnitude  as  to  overshadow 
local  construction,  it  may  be  desirable  for 
Commission  contractors  to  negotiate  spe¬ 
cial  project  conditions  (on  either  a  craft 
or  a  multi-craft  basis)  as  the  best  way 
to  meet  their  obligations  to  AEC.  Such 
agreements  usually  involve  the  establish¬ 
ment  of  new  bargaining  units  and  are 
therefore  dependent  upon  the  voluntary 
cooperation  of  the  bxiildlng  trades  imions. 
Normally,  both  the  Building  Trades  De¬ 
partment  (AFL-CIO)  and  the  Division 
of  Labor  Relations,  AEC,  should  be  con¬ 
sulted  in  respect  to  any  such  proposed 
course  of  action. 

§  9—12.5104  Role  of  the  AEC  in  con¬ 
struction  labor  relations. 

The  role  of  AEC  in  construction  labor 
relations  is  a  constructive  role  of  overall 
cognizance  consistent  with  AEC’s  ulti¬ 
mate  responsibilities.  The  scope  of  the 
construction  program,  the  complexity  of 
the  problems  which  may  arise,  and  the 
need  for  coordination  among  contrac¬ 
tors  at  the  same  site  are  factors  which 
affect  the  degree  of  influence  exercised  by 
AEC  in  carrying  out  the  following  re¬ 
sponsibilities: 

(a)  To  assure  that  a  careful  advance 
survey  and  analysis  is  made  of  each  con¬ 
tract  situation  and  that  the  role  of  the 
contractor  management  is  in  accordance 
with  the  considerations  in  §  9-12.5103. 

(b)  To  establish  effective  machinery 
for  coordination  among  project  contrac¬ 
tor  management,  both  cost  reimburse¬ 
ment  and  lump  sum. 

(c)  With  respect  to  AEC  contracts 
carried  out  under  area  practices,  to  as¬ 
sure  that  conditions  proposed  for  AEC 
cost-reimbursement  contracts  are  actu¬ 
ally  prevalent  in  the  area  or  have  other 
substantial  foundation  and  that,  to  the 
extent  consistent  with  the  terms  of  lump¬ 
sum  contracts,  practices  established  by 
lump-siun  contractors  are  not  of  a  char¬ 
acter  that  will  unstabllize  other  AEC 
work. 

(d)  With  respect  to  AEC  contracts 
carried  out  under  project  agreements, 
as  distinguished  from  area  practices,  to 


assure  that  the  negotiators  of  project 
agreements,  both  union  and  manage¬ 
ment,  are  fully  informed  and  take  into 
account  all  relevant  factors  pertaining 
to  the  particular  circumstahees,  require¬ 
ments  and  schedules  of  the  project,  e.g 
any  conditions  peculiar  to  the  project 
duration  of  project,  tenure  of  employ¬ 
ment,  housing  and  travel  accommoda¬ 
tions,  length  of  regular  workweek,  uni¬ 
formity  of  shift,  special  subsidies,  etc 

(e)  To  encourage  contractor  ofl^ials 
and  representatives  of  employees  to  es¬ 
tablish  similar  conditions  among  all  con¬ 
struction  employers  for  .each  class  or 
classification  of  employees  at  a  particu¬ 
lar  location. 

(f)  To  encourage  contractor  officials 
and  representatives  of  employees  to  ex¬ 
ert  every  reasonable  effort  either  to  pro¬ 
vide  clear  identification  and  application 
of  practices  under  local  agreements  or  to 
make  and  maintain  project  agreements 
on  AEC  construction  projects. 

(g)  To  encourage  contractor  officials 
and  representatives  of  employees  to 
establish  reliable  working  contact  be¬ 
tween  the  AEC  project  contractors  and 
any  unions  that  are  cooperating  in  staff¬ 
ing  the  job. 

§  9—12.5105  Initial  wage  ratCN. 

The  wage  rates  initially  established 
imder  both  cost-type  and  lump-sum  con¬ 
tracts  will  not  be  less  than,  and  wUl 
normally  conform  to,  those  determined 
by  the  Secretary  of  Labor  pursuant  to 
the  requirements  of  the  Davis -Bacon  Act. 
On  cost  reimbursement  work  the  total 
compensation  on  the  AEC  project  will 
be  comparable  with  the  total  compensa¬ 
tion  allowed  similar  workers  in  an  ap¬ 
propriate  area  of  comparison.  Where  the 
AEC  project  is  applying  the  practices 
under  local  agreements,  the  area  of  com¬ 
parison  normally  will  be  the  geographic 
area  within  the  jurisdiction  of  each  local 
union  cooperating  in  staffing  the  project. 
In  this  type  of  situation,  the  application 
of  local  practices  and  agreements  will 
usually  be  carried  out  on  an  item-by- 
item  basis.  Where  a  project  agreement 
has  been  agreed  on  as  the  foundation 
for  project  conditions,  the  area  of  com¬ 
parison  for  each  craft  should  be  large 
enough  to  provide  a  sound  base*  which 
will  result  in  realistic  wage  rates.  In  the 
development  of  a  project  agreement,  the 
Division  of  Labor  Relations  should  be 
consulted. 

§  9—12.5106  Adjustments  in  rompensa- 
tion  cost-type  contracts. 

Subject  to  any  limitation  imposed  by 
any  applicable  labor  laws,  changes  in 
established  wage  rates  and  working  con¬ 
ditions  under  cost-type  contracts  may 
be  effected  as  follows: 

(a)  Project  agreements.  Adjustments 
in  wage  rates  and  other  job  conditions 
established  in  project  collective  bargain¬ 
ing  agreements  may  be  effected  by  the 
renegotiation  or  modification  of  the 
agreements  at  appropriate  times,  and  by 
the  reopening  of  existing  agreements  as 
provided  therein.  The  Division  of  Labor 
Relations  should  be  consulted  as  to 
appropriate  criteria  to  follow  in  review 
of  such  reopenings. 
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(b)  In  the  absence  of  project  agree- 
nents.  In  situations  where  AEG  cost- 
type  contractors  apply  local  established 
^  conditions  included  in  applicable 
tergalnlng  agreements,  adjustments  in 
wages  and  job  conditions  may  coincide 
wi&  changes  within  the  locality.  Wage 
rates  may  be  adjusted  to  bring  rates  into 
conformity  with  new  rates  which  are 
verified  as  established  in  the  area  at  the 
time  of  their  acceptance  for  AEG  work. 

S  9-12.5107  National  Joint  Board  for 
the  Settlement  of  Jurisdictional  Dis¬ 
putes  in  the  Building  and  Construc¬ 
tion  Industry. 

Construction  contractors  and  repre¬ 
sentatives  of  employees  are  encouraged 
to  settle  craft  jurisdiction  disputes  in  ac¬ 
cordance  with  the  “Procedural  Rules  and 
R^ations”  of  the  National  Joint 
Board. 

§  9-12.5108  Specific  responsibilities. 

In  discharging  their  assigned  responsi¬ 
bilities,  Directors,  Headquarters  Divi¬ 
sions  and  Offices,  and  Managers  of  Field 
Offices  shall  take  such  action  as  is  re¬ 
quired  to  accomplish  the  AEG  role  de¬ 
scribed  in  §  9-12.5104. 

§9-12.5109  Responsibility  of  the  Di¬ 
rector,  Division  of  Labor  Relations. 

The  Director,  Division  of  Labor  Rela- 
tl(Hi8,  is  responsible  for  coordinating  all 
i^vlties  arising  under  this  subpart,  and 
for  maintaining  liaison  with  the  Depart¬ 
ment  of  Labor,  the  Building  Trades  De¬ 
partment  (AFL-GIO)  and  other  con¬ 
struction  labor  and  employer  organiza¬ 
tions. 

Subpart  9-12.52 — Unemployment 
'  Compensation 

§  9-12.5200  Scope  of  subpart. 

This  subpart  establishes  policies  and 
requirements  concerning  provision  for 
unemployment  compensation  by  AEG 
cost-type  contractors. 

§9-12.5201  Policies  and  requirements. 
§9-12.5201-1  General. 

Each  State  has  its  own  unemployment 
compensation  system  to  provide  pay¬ 
ments  to  workers  who  become  imem- 
ployed  involuntarily  and  through  no 
fault  of  their  own.  Funds  are  provided 
for  unemployment  compensation  bene¬ 
fits  through  a  payroll  tax  on  employers. 
Most  AEG  contractors  are  subject  to  the 
unemployment  compensation  tax  laws  of 
the  States  in  which  they  are  located.  Tt 
Is  the  policy  of  AEG  to  assure,  both  in  the 
negotiation  and  administration  of  cost- 
type  contracts,  that  economical  and 
practical  arrangements  are  made  and 
practiced  with  respect  to  unemployment 
compei\sation. 

§9-12.5201—2  Contractors  exempt 
from  State  laws. 

(a)  Some  contractors  are  exempt  from 
State  unemployment  compensation  laws, 
usually  on  grounds  that  they  are  non¬ 
profit  organizations  or  subdivisions  of 
State  governments.  Most  States,  how- 
^’^er,  permit  such  employers  to  elect  un- 
®Ployment  compensation  coverage  on  a 
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voluntary  basis.  Under  such  circum¬ 
stances,  it  is  AEG  policy  that  all  existing 
or  prospective  cost-type  contractors  shall 
be  encouraged  to  provide  imemployrment 
comptensation  coverage  or  equivalent 
substitutes. 

(b)  It  is  also  AEG  policy  that,  prior 
to  the  award  or  extension  of  a  cost-type 
contract  for  the  operation  of  a  Govern¬ 
ment-owned  facility,  exempt  contractors 
or  prospective  contractors  shall  be  re¬ 
quired  to  submit  to  AEG  a  statement  that 
they  will  either  elect  coverage  or  provide 
equivalent  substitutes  for  vmemployment 
compensation  or,  in  the  alternative,  sub¬ 
mit  evidence  that  it  is  impractical  to  do 
so.  In  all  cases  where  an  exempt  con¬ 
tractor  or  prospective  contractor  submits 
evidence  that  it  is  impractical  to  elect 
coverage  or  to  provide  an  equivalent 
substitute,  appropriate  Headquarters 
staff  shall  review  the  position  of  the  con¬ 
tractor  prior  to  recommending  an  award 
or  extension  of  the  contract.  If  it  is 
found  that  there  are  substantial  reasons 
for  not  electing  coverage  or  for  not  pro¬ 
viding  equivalent  substitutes,  a  contract 
may  be  awarded  or  extended.  Headquar¬ 
ters  staff  review  and  recommendation 
shall  be  based  on  such  factors  as: 

(1)  The  specific  provisions  of  the  un¬ 
employment  compensation  law  of  the 
State. 

(2)  The  extent  to  which  the  estab¬ 
lishment  of  special  conditions  on  AEG 
work  may  have  an  adverse  effect  on  the 
contractor’s  general  policies  and  operat¬ 
ing  costs  in  his  private  operations. 

(3)  The  numerical  relationship  be¬ 
tween  the  contractor’s  private  work  force 
and  his  employees  performing  only  AEG 
work. 

(4)  The  contractor’s  record  with  re¬ 
spect  to  work  force  stability  and  the  gen¬ 
eral  outlook  with  respect  to  future  work 
force  stability. 

(5)  In  a  replacement  contractor  situ¬ 
ation,  whether  or  not  the  prior  contrac¬ 
tor  had  coverage  or  suitable  substitutes. 

(6)  The  particular  labor  relations  im¬ 
plications  involved. 


Subpart  9-12.53 — Workmen’s 
Compensation  Insurance 
§  9—12.5300  Scope  of  subpart. 

This  subpart  establishes-  the  policies 
and  requirements  applicable  to  AEG 
cost-type  contractors  managing,  operat¬ 
ing,  maintaining,  or  constructing  Gov¬ 
ernment-owned  facilities  for  insurance 
covering  workmen’s  compensation  and 
employer’s  liability.  This  subpart  does 
not  apply  to  supply  contracts  for  mate¬ 
rials,  equipment,  services,  etc.,  which  are 
to  be  performed  in  the  contractor’s  own 
facilities,  even  though  such  contracts 
inay  provide  for  reimbursement  of  cer¬ 
tain  costs. 

§  9—12.5301  Policies  and  requirements. 
§  9-12.5301-1  General. 

Workmen’s  compensation  insurance 
protects  employers  against  liability  im¬ 
posed  by  workmen’s  compensation  laws 
for  injury  or  death  to  employees  arising 
out  of  or  in  the  course  of  their  employ¬ 
ment.  This  type  of  insurance  is  required 
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by  State  laws  unless  employers  have  ac¬ 
ceptable  programs  of  self-insurance. 

§  9—12.5301—2  Special  requirements. 

Gertain  workmen’s  compensation  laws 
contain  provisions  which  result  in  limit¬ 
ing  the  protection  afforded  persons  sub¬ 
ject  to  such  laws.  The  policy  of  the  AEG 
with  respect  to  these  limitations  as  they 
affect  persons  employed  by  cost-type 
contractors  falling  within  the  scope  of 
this  subpart  is  set  forth  below: 

(a)  Elective  provisions.  Some  work¬ 
men’s  compensation  laws  permit  an  em¬ 
ployer  to  elect  not  to  be  subject  to  its 
provisions.  It  is  the  policy  of  AEG  to  re¬ 
quire  cost-type  contractors  to  be  subject 
to  workmen’s  compensation  provisions  in 
jurisdictions  permitting  election. 

(b)  Statutory  immunity.  Under  the 
provisions  of  some  workmen’s  compensa¬ 
tion  laws,  certain  types  of  employers, 
e.g.,  nonprofit  educational  Institutions, 
are  relieved  from  liability.  If  a  contractor 
falling  within  any  of  these  categories  has 
a  statutory  option  to  accept  liability,  it  is 
the  policy  of  AEG  to  require  him  to  do  so. 

(c)  Limited  medical  benefits.  Some 
workmen’s  compensation  laws  limit  the 
liability  of  the  employer  for  medical  care 
to  a  maximum  dollar  amount  or  to  a 
specified  period  of  time.  In  such  cases,  a 
cost-type  contractor’s  workmen’s  com¬ 
pensation  Insurance  policy  should  con¬ 
tain  a  standard  extrastatutory  medical 
coverage  endorsement. 

(d)  Limits  on  occupational  disease 
coverage:  employer’s  liability.  Some 
workmen’s  compensation  laws  do  not 
provide  coverage  for  all  occupational 
diseases.  In  such  situations,  a  con¬ 
tractor’s  workmen’s  compensation  insur¬ 
ance  policy  should  contain  voluntary 
coverage  for  all  occupational  diseases. 

§  9— 12. .5301—3  Contractor  employees’ 
benefit  plan — self-insurers. 

The  policies  and  requirements  set  forth 
in  §  9-12.5301-2  apply  in  situations  where 
cost-type  contractors  at  Government- 
owned  atomic  energy  installations  pur¬ 
chase  workmen’s  compensation  insur¬ 
ance.  With  respect  to  self-insured  con¬ 
tractors,  the  objectives  specified  in  that 
subsection  shall  also  be  met.  Inasmuch  as 
self-insurers  cannot  comply  with  the 
technical  requirements  or  paragraphs  (c) 
and  (d)  of  §  9-12.5301-2,  the  AEG  en¬ 
courages  the  use  of  a  contract  supple¬ 
ment  providing  for  a  Gontractor 
Employees’  Benefit  Plan.  Under  unusual 
or  unique  circumstances,  where  ade¬ 
quately  justified,  certain  contractors  who 
are  not  self-insurers  may  also  be  con¬ 
sidered  eligible  for  a  Gontractor  Em¬ 
ployees’  Benefit  Plan. 

§  9— 12. .5302  Assignmenl  of  responsibili- 
tie8. 


§9-12.5.302-1  General. 

Directors,  Headquarters  Divisions  and 
Offices,  and  Managers  of  Field  Offices, 
consistent  with  their  delegations  of  re¬ 
sponsibilities,  shall  assure  that  AEG  cost- 
type  contract  operations  at  Government- 
owned  atomic  energy  instaliations  are 
implemented  consistent  with  the  policies 
and  requirements  of  §  9-12.5301. 
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§  9—12.5302—2  Responsibility  of  Man¬ 
agers  of  Field  Offices. 

In  discharging  their  assigned  responsi¬ 
bilities  Managers  of  Field  Offices  shall: 

(a)  Review  periodically  the  workmen’s 
compensation  insurance  programs  of 
cost-type  contractors  to  whom  this  sub¬ 
part  applies  in  the  light  of  applicable 
workmen’s  compensation  statutes  to  as¬ 
sure  conformance  with  the  requirements 
of  §  9-12.5301. 

(b)  Evaluate  the  adequacy  of  coverage 
of  “self-insured”  workmen’s  compensa¬ 
tion  programs  to  determine  the  need  for 
a  Contractor  Employees’  Benefit  Plan. 

(c)  Arrange  for  the  establishment  of 
procedures  for  both  new  and  existing 
Contractor  Employees’  Benefit  Plans 
which  will: 

(1)  Permit  informal  agreement  when¬ 
ever  possible  between  the  contractor  and 
an  employee  as  to  the  origin  and  extent 
of  disabilities  and  the  amoimt  of  pay¬ 
ments  which  will  be  made  under  the 
Benefit  Plan,  and 

(2)  Provide,  in  the  case  of  failure  of 
more  informal  methods,  for  an  impartial 
determination  of  the  origin  and  extent  of 
disabilities  and  the  appropriate  payments 
to  be  made  imder  a  benefit  plan. 

(d)  Submit  to  the  Director,  Division 
of  Labor  Relations,  all  proposals  for  the 
establishment  of  new  Contractor  Em¬ 
ployees’  Benefit  Plans  or  the  modification 
of  existing  Plans. 

§  9—12.5302—3  Responsibilities  of  the 
Director,  Division  of  Labor  Rela¬ 
tions,  and  Controller,  Headquarters. 

The  Director,  Division  of  Labor  Rela¬ 
tions,  and  the  Controller  are  responsible 
jointly  for  approving  Contractor  Em¬ 
ployees’  Benefit  Plans. 

Subpart  9—12.54 — Conduct  of  Em¬ 
ployees  and  Consultants  of  AEC 
Cost-Type  Contractors  and  Certain 
Other  Contractors 
§  9—12.5400  Seope  of  subpart. 

’This  subpart  establishes  the  policies  of 
the  Atomic  Energy  Commission  con¬ 
cerned  with  maintaining  satisfactory 
standards  of  conduct  on  the  part  of  em¬ 
ployees  and  consultants  employed  on 
AEC  contract  work  by  its  cost-type  con¬ 
tractors  and  certain  other  contractors 
specified  In  §  9-12.5401.  Contracts  with 
colleges  and  universities,  which  have 
adopted  conflict-of-interest  policies  con¬ 
sistent  with  ACE-AAUP  standards  and 
which  do  not  involve  the  operation  of 
Gtovemment-owned  facilities  on  Govern¬ 
ment-owned  or  Government-leased  land, 
are  governed  by  the  “Policy  of  the  Fed¬ 
eral  Council  for  Science  and  Technology 
Relating  to  Conflicts  of  Interest  by  Staff 
Members  of  Colleges  and  Universities” 
(adopted  Mar.  29,  1966)  and  are  not 
subject  to  this  subpart. 

§  9—12.5401  Applicability. 

(a)  The  policies  set  forth  in  this  sub¬ 
part  are  applicable  to  AEC  contractors 
to  the  extent  that  (1)  their  contracts 
with  the  Atomic  Energy  Commission  con¬ 
tain  provisions  making  this  subpart  ap¬ 
plicable;  or  (2)  instructions  have  been 
issued  under  appropriate  provisions  of 


their  contracts  with  the  Atomic  Energy 
Commission  by  duly  authorized  AEC  rep¬ 
resentatives  directing  compliances  with 
this  subpart. 

(b)  The  contract  clause  contained  in 
the  note  to  §  9-7.5006-6(c)  requiring  the 
contractor  to  establish  such  procedures 
as  are  necessary  to  implement  effectively 
the  provisions  of  this  subpart,  subject  to 
the  approval  of  the  contracting  officer, 
shall  be  included  in: 

(1)  All  new  AEC  cost-type  contracts, 
and 

(2)  Other  AEC  contracts  (Including 
time  and  materials  contracts)  with  re¬ 
spect  to  which  the  general  manager  or  a 
manager  of  a  Field  Office,  as  appropriate, 
determines  that  the  nature  of  the  work 
to  be  performed  and  the  duration  of  the 
contract  make  the  application  of  the 
policies  set  forth  in  this  subpart  neces¬ 
sary  in  the  public  interest,  and 

(3)  Major  modifications  (involving 
change  in  scope  or  other  significant  sub¬ 
stantive  changes)  or  extensions  of  exist¬ 
ing  contracts  within  the  foregoing 
categories,  except  that  such  contract 
clause  will  be  excluded  from  all  contracts 
of  less  than  $250,000. 

(c)  The  contract  clause  contained  in 
§  9-7.5006-45 (a)  concerning  necessary 
approvals  to  be  obtained  by  contractor 
employees  before  performing  consultant 
or  similar  services  for  another  AEC  cost- 
tirpe  contractor,  shall  be  Included  in: 

(1)  All  new  AEC  cost-type  contracts 
except  those  identified  in  paragraph  (d) 
below,  and 

(2)  Major  modifications  (involving 
change  in  scope  or  other  significant  sub¬ 
stantive  changes)  or  extensions  of  exist¬ 
ing  contracts  within  the  foregoing 
category. 

(d)  The  contract  clause  contained  in 
S  9-7.5006-45 (b)  concerning  necessary 
approvals  to  be  obtained  by  contractor 
employees  before  F>erformlng  consultant 
or  similar  services  for  another  AEX?  cost- 
t3qje  contractor,  or  in  the  atomic  energy 
field  for  another  organiza^on,  shall  be 
included  in: 

(1)  All  new  AEC  cost-type  contracts 
for  the  design  or  construction  of  Gov¬ 
ernment-owned  facilities  or  for  research 
or  operations  where  a  substantial  p)ortion 
of  the  land  or  buildings  used  for  such 
research  or  in  such  operations  is  owned 
or  controlled  by  the  Government,  and 

(2)  Major  modifications  (Involving 
change  in  scope  or  other  significant  sub¬ 
stantive  changes)  or  extensions  of  exist¬ 
ing  contracts  within  the  foregoing 
category. 

(e)  Exceptions  to  the  requirements  of 
paragraphs  (b),  (c),  and  (d)  of  this  sec¬ 
tion  will  be  permitted  only  with  the  ap¬ 
proval  of  the  General  Manager. 

§  9—12.5402  Gratuities. 

A  contractor  or  his  employees  or  <x>n- 
sultants  shall  not,  imder  circumstances 
which  might  reasonably  be  interpreted 
as  an  attempt  to  influence  the  recipients 
in  the  conduct  of  their  duties,  accept 
any  gratuity  or  special  favor  from  indi¬ 
viduals  or  organizations  with  whom  the 
contractor  is  doing  business,  or  propos¬ 
ing  to  do  business,  in  accomplishing  the 


work  under  the  contract.  Reference 
should  be  made  to  the  provisions 
UJ5.C.  51-54. 

§  9-12.5403  Use  of  privileged  infonna. 

tion. 

Employees  and  consultants  of  a  ««. 
tractor  shall  not  use  for  personal  gain 
or  make  other  improper  use  of  privileged 
Information  which  is  acquired  in  Mn- 
nection  with  their  employment  on  the 
contract  work.  In  this  connection,  the 
term  “privileged  information”  Includes 
but  is  not  limited  to,  unpublished  infor¬ 
mation  relating  to  technological  and 
scientific  developments;  medical,  person¬ 
nel  or  security  records  of  individuals- 
anticii>ated  materials  requirements  or 
pricing  actions;  possible  new  sites  for 
AEC  program  operations;  and  knowl¬ 
edge  of  selections  of  contractors  or 
subcontractors  in  advance  of  official 
announcement. 

§  9—12.5404  Outside  employ nient  of 
contractor  employees. 

Employees  of  a  contractor  are  entitled 
to  the  same  rights  and  privileges  with 
respect  to  outside  employment  as  other 
citizens.  Therefore,  there  is  no  general 
prohibition  against  employees  having 
outside  emplo3mient.  However,  no  em¬ 
ployee  of  a  contractor  performing  work 
on  a  full-time  basis  under  an  AEC  con¬ 
tract  shall  engage  in  employment  outside 
his  official  hours  of  duty  or  while  wi 
leave  if  such  employment  will; 

(a)  In  any  manner  interfere  with  the 
proper  and  effective  performance  of  the 
duties  of  his  position, 

(b)  Appear  to  create  a  conflict-of- 
interest  situation,  or 

(c)  Appear  to  subject  the  AEC  or 
the  contractor  to  public  criticism  or 
embarrassment. 

§  9—12.5405  Information  statement  con. 
rerning  consultant  or  otlier  employ¬ 
ment  service. 

If  the  consultant  or  other  outside  em- 
plosunent  service  of  the  employee  In¬ 
volves  the  use  of  information  in  the  area 
of  the  employee’s  contract  employment, 
the  contractor  will  be  responsible  for 
requiring  that  the  employee  file  with  the 
contractor  an  Information  statement 
containing  such  information  concerning 
the  outside  employment  as  the  contractor 
may  prescribe.  As  a  minimum,  the  in¬ 
formation  statement  shall  Include  a 
description  of  any  patent  agreements 
that  may  be  involved  and  the  following 
certificate: 

I  acknowledge  that  I  have  read  and  am 
familiar  with  the  published  policy  of  the 
Atomic  Energy  Commission  contained  In: 

(a)  AECPR  9-12.64,  “Conduct  of  Employ¬ 
ees  and  Consultants  of  AEC  Cost-Type  Con¬ 
tractors  and  Certain  Other  Contractors,”  and 

(b)  AEC  Manual  Chapter  3201,  “Reporting 
Results  of  Scientific  and  Technical  Wort 
Funded  by  AEC,”  which  states  In  part"  that 
significant  new  results  produced  In  AKC- 
funded  scientific  and  technical  work  shall  he 
reported  to  the  AEC.  In  accordance  with  thli 
policy,  I  agree  not  to  withhold,  or  delay 
reporting,  information  acquired  through  my 

employment  with _ _ _ 

In  favor  of  _ 

whom  I  have  made  or  am  contemplating 
making  a  consulting  agreement.  I  have  alio 
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and  am  familiar  with  the  requirements 
of  my  employer’s  contract  with  the  Commis¬ 
sion  relating  to  patents.  To  the  best  of  my 
knowledge  or  belief,  the  activities  to  be  per¬ 
formed  under  this  consulting  agreement  will 
not  ocofllct  with  the  policy  set  forth  in 
9-12.54,  the  patent  provisions  of  my 
employer’s  contract  with  the  Commission,  or 
»lth  the  responsibility  of  my  employer  to 
pmort  fully  and  promptly  to  the  AEC  all 
significant  research  and  development  infor¬ 
mation.  If  in  the  course  of  my  activities  un¬ 
der  this  consulting  arrangement  it  appears 
that  such  a  conflict  may  arise,  I  will  promptly 
notify  and  consult  with  my  primary  employer 

_ _  concerning  such 

^^ble  conflict. 

g9_12.5406  Allowable  and  unallowable 
costs. 

Reference  should  be  made  to  §§  9- 
75006-9(d)  (3)  and  (e)(26),  9-7.5006- 
10(d)(3)  and  (e)(24),  9-7.5006-11  and 
9-7-5006-12  (d)  (3)  and  (e)  (22)  for  addi¬ 
tional  contract  provisions  concerning 
allowable  and  imallowable  costs  in  con¬ 
nection  with  obtaining  consultant 
services. 

§9-12.5407  Incompatibility  between 
regular  duties  and  private  interests. 

Employees  and  consultants  of  a  con¬ 
tractor  shall  not  be  permitted  to  make 
or  Muence  any  decisions  on  behalf  of 
the  contractor  which  directly  or  indi¬ 
rectly  affect  the  Interest  of  the  (jovem- 
ment  if  the  employees’  or  consultants’ 
personal  concern  in  the  matter  may  be 
Incompatible  with  the  interest  of  the 
Government.  For  example,  (a)  an  em- 
Irtoyee  or  consultant  of  a  contractor  ■will 
not  negotiate,  or  influence  the  letting  of, 
a  subcontract  with  a  company  in  which 
he  has  an  employment  relationship  or 
dgniflcant  financial  interest;  and  (b)  an 
employee  or  consultant  of  a  contractor 
will  not  be  assigned  the  preparation  of 
an  evaluation  for  the  Ccmimission  or  for 
a  Commission  contractor  of  some  tech¬ 
nics!  aspect  of  the  work  of  another  orga¬ 
nization  with  which  he  has  an  employ¬ 
ment  relationship  or  significant  financial 
Interest  or  which  is  a  competitor  of  an 
organization  (other  than  the  contractor 
who  is  his  regular  employer)  in  which  he 
has  an  employment  relationship  or  sig¬ 
nificant  financial  interest.  ’The  contractor 
shall  be  responsible  for  informing  em¬ 
ployees  and  consultants  that  they  are 
expected  to  disclose  any  incompatibilities 
between  duties  performed  for  the  con¬ 
tractor  and  their  private  interests  and  to 
refer  doubtful  questions  to  the  con¬ 
tractor. 


PART  9-14— INSPECTION  AND 
ACCEPTANCE 

Sec. 

9-14.000  Scope  of  part. 

9-14.108  Government  inspection  of  sup¬ 
plies  under  subcontracts.  . 
9-14.5001  Inspection  and  acceptance  re¬ 
quirements. 

9-145002  Contract  articles  relating  to  in¬ 
spection  and  acceptance. 
9-14.6003  Construction  contracts. 

Acthoritt:  TTie  provisions  of  this  Part  9- 
14  Issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  42 
98.C.  2201;  sec.  205  of  the  Federal  Property 
MKl  Administrative  Services  Act  of  1949,  as 
‘■‘Oded,  63  Stat.  390,  40  U.S.C.  486. 


§  9—14.000  Scope  of  part. 

This  part  implements  and  supplements 
PPR  Part  1-14  by  prescribing  the  poli¬ 
cies  and  requirements  for  inspection  and 
acceptance  under  contracts  for  supplies 
and  services,  including  construction  con¬ 
tracts. 

§  9—14.108  Government  inspection  of 
supplies  under  subcontracts. 

The  limitations  in  FPR  1-14.108  do  not 
apply  to  procurements  by  cost-type  con¬ 
tractors  for  the  account  of  AEC. 

§  9—14.5001  'Inspection  and  acceptance 
requirements. 

(a)  Inspection  and  acceptance  shall 
be  conducted  in  accordance  with; 

(1)  Provisions  of  the  contract; 

(2)  This  part; 

(3)  Instructions  issued  by  Headquar¬ 
ters  divisions,  offices  or  Managers  or 
Field  Offices. 

(b)  The  instructions  referred  to  in 
subparagraph  (3)  of  paragraph  (a)  of 
this  section  shall  not  be  inconsistent  with 
the  contract  or  this  part. 

§  9—14.5002  Contract  articles  relating  to 
inspection  and  acceptance. 

’The  fixed-price  supply  contract  ^ticle 
covering  inspection  and  acceptance  for 
use  by  AEC  is  referenced  in  §  9-7.5005-6. 
The  construction  contract  article  cover¬ 
ing  inspection  and  acceptance  for  use  by 
AEC  is  the  “Inspection  and  Acceptance’’ 
article  in  Standard  Form  23A:  General 
Provisions  (Construction  Contract). 
Contract  articles  relating  to  inspection 
and  acceptance,  which  are  used  by  AEC 
cost-type  contractors,  should  provide  no 
less  a  degree  of  protection  for  the  Gov¬ 
ernment  than  are  provided  by  the  con¬ 
tract  articles  used  by  AEC. 

§  9—14.5003  Construction  contracts. 

(a)  Inspection  services  may  be  per¬ 
formed  by  the  architect-engineer  respon¬ 
sible  for  the  design.  Inspection  services 
may  not  be  procured  from  a  fixed-price 
construction  contractor  with  respect  to 
its  own  work  since  this  would  represent 
self-inspection.  Under  cost-t3q>e  con¬ 
tracts  where  the  construction  contrac¬ 
tor  and  architect-engineer  are  the  same, 
some  degree  of  self -inspection  may  be 
permitted  but  shall  not  constitute  final 
inspection  and  acceptance  by  the  Gov¬ 
ernment.  (See  8  9-1.5407(g).) 

(b)  [Reserved] 

(c)  When  one  contractor  is  to  inspect 
the  work  of  another,  written  instructions 
should  be  furnished  the  inspecting  con¬ 
tractor  defining  his  responsibilities  and 
stating  that  he  is  not  authorized  to  mod¬ 
ify  the  terms  and  conditions  of  the  con¬ 
tract,  nor  to  direct  additional  work,  nor 
to  waive  any  requirements  of  the  con¬ 
tract,  nor  to  settle  any  claim  or  dispute. 
Copies  of  these  instructions  should  be 
furnished  the  contractor  who  is  to  be  in¬ 
spected,  with  a  request  that  he  acknowl¬ 
edge  receipt  on  a  copy  to  be  returned  to 
the  contracting  officer.  In  this  manner, 
both  contractors  are  on  express  notice  of 
the  authority,  and  limitations  on  the  au¬ 
thority,  of  the  inspecting  contractor. 


PART  9-15— CONTRACT  COST  PRIN¬ 
CIPLES  AND  PROCEDURES 


Sec. 

9-15.000  Scope  of  part. 

Subpart  9—15.1 — Applicability 
9-15.103  Cost  reimbursement  research 

contracts  with  educational 
institutions. 


Subpart  9—1  5.50 — Cost  Principles  and  Procedures 


9-15.5000 

9-15.5001 

9-15.5002 

9-15.5003 

9-15.5004 

9-15.5005 

9-15.5005-1 

9-15.5005-2 

9-15.5005-3 

9-15.5005-4 

9-15.5005-5 

9-15.5006 

9-15.5007 

9-15.5007-1 

9-15.5007-2 

9-15.5007-3 

9-15.5008 


9-15.5008-1 

9-15.6008-2 

9-15.5008-3 

9-15.5009 

9-16.5009-1 

9-16.6009-2 

9-16.6009-3 


9-16.6009-4 


9-16.5009-6 


9-15.6010 

9-16.6010-1 

9-16.6010-2 

9-16.6010-3 

9-16.5010-4 

9-16.6010-6 

9-15.5010-6 

9-15.6010-7 

9-16.5010-8 

9-15.5010-9 

9-16.6010-10 

9-16A010-11 

9-15.5010-12 

9-15.5010-13 

9-15.5010-14 

9-15.6010-16 

9-16.6010-16 

9-16.5010-17 


Scope  of  subpart. 

Definitions. 

ResponslblUties. 

Deviations. 

[Reserved) 

General  policy. 

Actual  cost  basis. 

Compensation  through  fee. 
General  basis  for  determina¬ 
tion  of  costs. 

Cost  determination  based  on 
audit. 

Contractor’s  system  of  ac¬ 
counting. 

Advance  understandings  on 
particular  cost  items. 

Direct  and  indirect  costs. 
Explanation  of  direct  costs  and 
indirect  costs. 

Treatment  of  indirect  costs. 
Company  general  and  admin¬ 
istrative  expenses. 

Negotiated  fixed-price  con¬ 
tracts  where  costs  incurred 
are  a  factor  in  determining 
the  amount  payable. 

General  policy. 

Cost  data. 

Contractor’s  cost  accoimtlng 
systwn. 

Treatment  of  indirect  costs. 
Direct  charging  of  costs. 
Appropriate  departmentiza- 
tion. 

Distribution  of  service  depart¬ 
ment  costs  to  production 
departments. 

Distribution  of  indirect  costs 
of  productive  departments 
to  work  done. 

General  and  administrative 
expenses. 

Application  of  basic  principles 
to  pertlcular  situations. 
Consideration  of  costs  confined 
to  locations  involved. 

Field  work. 

Use  of  Government-owned  fa¬ 
cilities. 

Contractor’s  costs  covering 
plant  and  equipment. 
Overtime,  shift,  and  hoUday 
premiums. 

Outside  technical  and  profes¬ 
sional  consxiltants. 
Preparatory  and  make-ready 
costs. 

Severance  pay. 

Precontract  costs. 

Plant  reconversion  costs. 
Depreciation. 

Research  and  development. 
Bidding  expense  and  costs  of 
proposals. 

Compensation  for  personal 
services. 

Air  travel. 

Page  charges  in  scientific  Jour¬ 
nals. 

Special  funds  in  the  construc¬ 
tion  industry. 
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9-15.5010-18  Employee  morale,  health,  wel¬ 
fare,  and  food  service  and 
dormitory  costs. 

9  15.5010-19  Procurements  <m'  transfers 
from  contractor-controlled 
sources  by  certain  cost-type 
contractors  (See  1 9-59.006 

(b)). 

9  -15.5010»20  Relocation  costs. 

Authority:  The  provisions  of  this  Part 
9-15  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—15.000  Scope  of  part. 

The  cost  principles  and  the  procedures 
for  the  determination  and  allowance  of 
costs  in  connection  with  the  negotiation 
and  administration  of  AEC  cost-reim¬ 
bursement  tsTJe  contracts,  except  for  re¬ 
search  contracts  with  educational  insti¬ 
tutions  which  are  treated  in  PPR  Subpart 
1-15.3,  are  set  forth  in  Subpart  9-15.50. 
Standard  cost  articles  setting  forth 
examples  of  allowable  and  unallowable 
costs  are  included  in  Subpart  9-7.50. 
Subpart  9-15.50  also  contains  guidelines 
for  use,  where  appropriate,  in  the  evalua¬ 
tion  of  costs  in  connection  with  certain 
negotiated  fixed-price  type  contracts. 

Subpart  9—15.1 — Applicability 

§  9—15.103  Co«l-rcimbursemenl  research 
contracts  with  educational  institu¬ 
tions. 

(a)  The  cost  principles  in  FPR  Sub- 
part  1-15.3  shall  be  incorporated  by 
reference  or  attachment  in  cost-reim¬ 
bursement  research  contracts  with  edu¬ 
cational  Institutions  to  which  they  are 
applicable.  However,  contracts  with 
educational  institutions  for  the  operation 
of  AEC-owned  contractor-operated  re¬ 
search  laboratories  are  governed  by  the 
principles  in  Subpart  9-15.50  and 
§  9-7.5006-9. 

(b)  Overhead  rates  shall  be  deter¬ 
mined  by  after-the-fact  audit,  except  as 
provided  in  paragraph  (c)  of  this  section. 

(c)  Predetermined  fixed  overhead 
rates  may  be  used  in  cost-type  research 
and  development  contracts  with  educa¬ 
tional  institutions  (Public  Law  87-638). 
The  use  of  such  rates  is  permissive  and 
not  mandatory.  In  determining  whether 
or  not  predetermined  fixed  overhead 
rates  should  be  used  in  a  particular  con¬ 
tract.  consideration  should  be  given  to 
the  degree  of  stability  shown  in  overhead 
rates  and  their  bases  over  a  period  of 
years.  All  anticipated  changes  in  the 
contractor’s  voliune  and  overhead  shall 
be  taken  into  consideration.  In  establish¬ 
ing  such  predetermined  overhead  rates 
the  following  guidelines  shall  be  used: 

(1)  The  contractor,  as  soon  as  pos¬ 
sible,  but  not  later  than  three  (3) 
months  after  the  expiration  of  each  fiscal 
year,  shall  submit  to  the  contracting  of¬ 
ficer,  a  proposed  predetermined  overhead 
rate  or  rates  for  use  during  the  contract 
year  based  on  the  contractor’s  actual  cost 
experience  during  the  immediately  pre¬ 
ceding  fiscal  year,  together  with  support¬ 
ing  cost  data. 


( 2 )  Negotiation  of  predetermined  fixed 
overhead  rates  shall  be  for  a  period  of  1 
year  only  and  should  generally  be  based 
on  an  audit  of  the  institution’s  costs  for 
the  year  immediately  preceding  the  year 
in  which  the  rate  is  being  negotiated. 
If  this  is  not  p>ossible,  an  earlier  audit 
may  be  used,  but  appropriate  steps  should 
be  taken  to  identify  and  evaluate  sig¬ 
nificant  variations  in  costs  incurred  or 
bases  used  which  may  have  a  bearing 
on  the  reasonableness  of  the  rate  pro¬ 
posed  by  the  contractor.  (Audits  by  other 
Government  agencies  may  be  utilized.) 
In  the  case  of  smaller  contracts  ($100,000 
or  less),  an  audit  made  at  an  earlier 
date  is  acceptable  provided  (i)  there  have 
been  no  significant  changes  in  the  con¬ 
tractor’s  organization,  and  (ii)  it  is  rea¬ 
sonably  apparent  that  having  another 
audit  made  would  result  in  little  eSect  on 
the  rate  to  be  finally  agreed  upon. 

(3)  Predetermine  overhead  rates 
shall  not  be  iised  for  operating  contracts 
(see  Sul«)art  9-15.50) . 

(4)  ’The  use  of  predetermined  fixed 
overhead  rates  in  the  following  circum¬ 
stances  must  have  the  approval  of  the 
Manager  of  the  Field  Oflice; 

(i)  Where  AEC-owned  facilities  and 
equipment  exceed  $1,000,000; 

(ii)  Where  estimated  reimbursable 
costs  for  the  contract  are  expected  to 
exceed  $1  million  annually; 

(iii)  Where  there  has  been  no  recent 
audit  of  the  overhead;  or 

(iv)  Where  there  have  been  frequent 
or  wide  fluctuations  in  overhead  rates 
and  their  bases  over  a  p>eriod  of  years. 

Subpart  9—15.50 — Cost  Principles  and 
Procedures 

§  9—15.5000  Scope  of  subpart. 

(a)  ’This  subpart  sets  forth  the  general 
policy  and  principles  for  the  determina¬ 
tion  of  allowable  costs  which  are  appli¬ 
cable  to  the  negotiation  and  administra¬ 
tion  of  cost-type  contracts.  Contracting 
officers  shall  take  action  to  make  this 
subpart  applicable  to  cost-type  subcon¬ 
tracts  by:  (1)  Directing  compliance  by 
the  prime  contractor  if  consistent  with 
his  currently  existing  contract;  or  (2) 
conditioning  future  contracting  approval 
of  subcontracting  procedures  or  subcon¬ 
tracts  upon  such  compliance. 

(b)  This  subpart  also  provides  guid¬ 
ance  for  the  evaluation  of  costs  in  nego¬ 
tiated  fixed-price  contracts  and  subcon¬ 
tracts  where  costs  incurred  are  a  factor 
in  determining  the  amount  payable.  In 
determining  the  allowable  costs  of  re¬ 
search  and  development  performed  by 
educational  institutions  under  cost-type 
contracts  and  cost-type  subcontracts  the 
provisions  of  FPR  Subpart  1-15.3' 
adapted  from  BoB  Bulletin  No.  A-21  for 
common  use  by  Federal  agencies,  will 
control.  Research-type  operating  con¬ 
tracts  will  be  governed  by  the  provisions 
of  SS  9-15.5005  and  9-7.5006-9. 

(c)  The  terms  “reimbursement”  and 
"reimbursable”  are  used  Interchangeably 
in  this  subpart  in  relation  to  “allowable 
costs”  as  a  matter  of  editorial  conven¬ 
ience.  No  “reimbursement”  is  actually 
involved  in  those  situations  where  the 


cost-type  contractor  makes  payments  for 
“allowable  costs”  from  Government 
funds  advanced  to  him  by  the  AEC. 

(d)  Standard  cost  articles  setting 
forth  examples  of  allowable  and  unallow¬ 
able  costs  are  included  in  §§  9-7  5006-9 
through  9-7.5006-12. 

§  9—15.5001  Definitions. 

(a )  “Cost-type  contract”  includes  cost, 
cost  sharing,  and  cost-plus-a-fixed-fee 
contracts. 

(b)  “Cost-type  subcontract”  is  a  cost- 
type  arangement  in  any  tier  under  a 
cost-type  prime  contract  where  all 
higher-tier  arrangements  are  on  a  cost 
basis. 

(c)  “Operating  contract”  is  a  cost- 
type  contract  for  the  operation  of  a 
Government-owned  facility,  such  as  a 
production  facility  or  a  research  and 
development  facility. 

(d)  “Construction  contract”  is  a  con¬ 
tract  for  the  construction,  alteration,  or 
repair  of  public  buildings  and  public 
works. 

(e)  “Architect-engineer  contract”  is  a 
contract  for  architect-engineer  services 
related  to  the  construction,  alteration,  or 
repair  of  public  buildings  and  public 
works. 

(1)  “Off-site  architect-engineer  con¬ 
tract”  is  a  contract  where  the  design 
work  is  performed  in  the  contractor’s 
central  or  branch  office. 

(2)  “On-site  architect-engineer  con¬ 
tract”  is  a  contract  where  relatively  com¬ 
plete  staffing  is  required  for  the  design 
work  at  an  office  other  than  a  central  or 
branch  office  of  the  contractor,  and  where 
a  minimum  of  support  is  required  from 
the  contractor’s  central  or  branch  office 
staff.  The  office  where  the  design  work  is 
performed  may  be  at  the  construction 
site  or  any  other  location. 

(f )  “Supply  contract”  is  a  contract  for 
supplies  and  services,  other  than  oper¬ 
ating,  construction,  architect-engineer, 
experimental,  developmental,  or  research 
work  and  personal  services. 

(g)  “Research  and  development  con¬ 
tract”  is  a  contract  for  basic  research 
(directed  toward  the  increase  of  knowl¬ 
edge  in  science),  applied  research  (in¬ 
volving  the  determination  and  expansion 
of  the  potentialities  of  new  scientific  dis¬ 
coveries  or  improvement  in  technology, 
materials,  processes,  methods,  devices, 
and  techniques  including  attempts  to 
“advance  the  state  of  the  art”),  or  de¬ 
velopment  (the  systematic  use  of  scien¬ 
tific  knowledge  which  is  directed  toward 
the  production  of,  or  improvements  in, 
useful  products  to  meet  specific  per¬ 
formance  requirements,  but  exclusive 
of  manufacturing  and  production 
engineering) . 

§  9—1 5.5002  ReHponNibililies. 

(a)  The  Controller  is  responsible  for 
developing  and  revising  the  policy  and 
procedures  for  the  determination  of  al¬ 
lowable  costs,  and  for  seeing  that  they 
are  properly  coordinated  with  the  Gen¬ 
eral  Counsel,  the  Director,  Division  of 
Contracts,  and  with  other  Divisions  and 
Offices  having  joint  Interests. 

(b)  Directors  of  Headquarters  Divi¬ 
sions  and  Offices  negotiating  contracts. 
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and  Managers  of  Field  OfiBces  are  re- 
roonsible  for  following  the  policy,  prin¬ 
ciples  and  standards  set  forth  herein  in 
establishing  the  compensation  provisions 
of  contracts  and  subcontracts  and  for 
submission  of  deviations  for  Headquar¬ 
ters  consideration. 

(c)  The  Gteneral  Counsel  is  responsible 
for  the  preparation  and  interpretation 
of  contracts. 

§  9-15.5003  Devialioii. 

Deviations  from  the  policy  and  prin¬ 
ciples  set  forth  in  this-  subpart  shall  not 
be  made  unless  such  action  is  authorized 
by  the  Director,  Division  of  Contracts, 
after  consultation  with  the  Controller, 
General  Counsel,  and  any  other  appro¬ 
priate  Headquarters  office,  on  the  basis 
of  a  written  justification  stating  clearly 
the  special  circumstances  involved. 
Where  appropriate,  any  approved  devia¬ 
tion  shall  be  reflected  in  the  compensa¬ 
tion  provisions  of  the  contract. 

§  9-1 5.5004  [  Reserved  ] 

§  9l.15.5005  General  policy. 

The  general  policy  of  the  AEC  in  con¬ 
nection  with  cost-type  contracts  and 
with  cost-type  subcontracts  is  as  foLows; 

§  9-15.5005—1  Actual  cost  basis. 

(a)  AEC  reimburses  its  contractors  for 
allowable  costs  actually  incurred  in  the 
performance  of  their  contracts  in  accord¬ 
ance  with  their  terms.  Such  allowable 
costs  are  those  provided  for  in  the  con¬ 
tract  to  the  extent  that  they  are  neces¬ 
sary  or  incident  and  either  directly  at¬ 
tributable  or  equitably  allocable  to  the 
work  under  the  contract.  This  broad 
expression  of  the  AEC’s  reimbursement 
policy  is  further  developed  and  elaborated 
upon  throughout  this  subpart. 

(b)  (1)  AEC  uses  retrospective  or  after- 
the-fact  determination,  usually  called 
the  "actual  cost  basis,”  to  establish  the 
amount  reimbursable  to  its  contractors 
for  their  allowable  costs.  This  general 
policy  precludes  the  use  of  predetermined 
fixed-overhead  percentage  rates  except 
for  provisional  payment  under  para¬ 
graph  (d)  of  this  section. 

(2)  It  is  recognized,  however,  that  the 
total  volume  of  work  with  a  particular 
contractor  in  some  cases  may  be  so  small 
that  computation  of  the  actual  Indirect 
costs  may  not  be  justified.  In  such  cases 
it  may  be  administratively  desirable  to 
adopt  some  alternative,  such  as  a  pre¬ 
determined  amount  for  indirect  costs. 
However,  a  departure  from  the  actual 
cost  basis  under  a  cost-type  contract  is 
considered  administratively  undesirable 
if  the  amounts  involved  are  significant, 
and  the  use  of  either  a  predetermined 
amount  for  indirect  costs,  except  imder 
the  circumstances  noted  above,  or  oth§r 
alternatives  (such  as  a  fixed  billing  rate 
for  labor  and  overhead  per  direct  labor 
hour)  shall  be  submitted  to  Headquar¬ 
ters  for  approval.  Any  Arm  amount 
established  for  indirect  costs,  whether 
small  or  significant,  and  any  other 
alternative,  shall  be  supported  by  a  well- 
considered  conclusion  that  the  Arm 
amount  or  other  alternative  will  result 
to  approximately  the  same  compensa¬ 
tion  for  the  costs  concerned  as  would 


likely  result  from  determination  on  the 
actual  cost  basis.  The  negotiation  of  pre¬ 
determined  fixed  amounts,  fixed  billing 
rates,  etc.,  shall  be  made  on  the  basis  of 
actual  cost  experience  and  satisfactory 
cost  projections,  and  in  accordance  with 
the  principles  and  standards  set  forth  in 
this  subpart.  Such  amoimts,  rates,  etc., 
w'ill  cover  allowances  only  for  allowable 
costs. 

(c)  When  Arm  comp>ensation  for  any 
otherwise  allowable  cost  is  negotiated, 
the  items  of  such  cost  covered  by  the 
Axed  amount  shall  be  set  forth  in  the 
contract  or  appropriate  appendices  as 
unallowable  with  maximum  clarity  in 
order  to  distinguish  between  allowable 
costs  subject  to  reimbursement  and  costs 
which  are  covered  by  the  negotiated  Axed 
amount,  and  hence  excluded  from  allow¬ 
able  cost  in  the  case  of  the  particular 
contract. 

(d)  Provisional  payments  on  account* 
of  indirect  costs  incurred  under  the  con¬ 
tract  shall  be  provided  for  only  after  re¬ 
view  of  the  contractor’s  system  of  ac¬ 
counting,  including  items  treated  as  in¬ 
direct  costs  and  methods  of  distributing 
them  or  on  the  basis  of  previous  audits 
or  past  experience  with  the  particular 
contractor.  Based  on  such  a  review,  a 
provisional  overhead  rate  or  rates  shall 
be  established  taking  into  consideration 
the  prfor  year’s  experience  adjusted  to 
eliminate  nonrecurring  costs  and  to  re¬ 
flect  any  new  conditions  which  may  be 
applicable  to  the  future.  Such  rate  or 
rates  shall  be  applied  to  an  appropriate 
base  or  bases  for  computation  of  the  pro¬ 
visional  payments.  The  elements  of  indi¬ 
rect  cost  and  the  base  or  bases  used  in 
computing  provisional  payments,  shall 
not  be  construed  as  indicating  the  ele¬ 
ments  of  expense  to  be  distributed  or  the 
base' or  bases  of  distribution  to  be  em¬ 
ployed  in  the  periodic  detennination  of 
actual  overhead.  The  actual  overhead 
shall  be  determined  not  less  often  than 
annually  and  the  provisional  payments 
made  shall  be  adjusted  accordingly.  Prior 
to  Anal  settlement  of  the  entire  contract 
the  actual  overhead  so  determined  peri¬ 
odically  shall  be  subject  to  appropriate 
subsequent  adjustment  including  errors 
subsequently  becoming  known.  The 
amount  of  any  adjustment  shall  promptly 
be  paid  or  credited  by  the  AEC  to  the 
contractor  or  by  the  contractor  to  the 
AEC  as  the  review  has  determined. 

§  9—1 .5..5005-«2  Compensation  through 
fee. 

(a)  AEC  compensates  operating,  con¬ 
struction  and  on-site  architect-engineer 
contractors  through  the  Axed  fee  for  gen¬ 
eral  and  administrative  expenses  in¬ 
curred  in  the  general  management  and 
administration  of  the  contractor’s  busi¬ 
ness  as  a  whole  by  the  contractor’s  home, 
divisional  or  branch  offices. 

(b)  In  a  particular  case,  the  contrac¬ 
tor  may  be  compensated  on  the  basis 
of  allowable  cost,  rather  than  through 
the  Axed  fee  for  some  or  all  of  the  ex¬ 
penses  described  in  paragraph  (a)  of 
this  section  if  the  Director,  Division  of 
Contracts,  the  Manager  of  the  Field  Of- 
flce,  or  a  representative  having  the  au¬ 


thority  to  approve  the  contract,  author¬ 
izes  use  of  this  alternative  approach  and 
determines  that  the  negotiated  Axed  fee 
reflects  proper  downward  adjustment 
from  that  which  would  otherwise  have 
been  established.  In  the  case  of  no-fee 
contracts  (including  contracts  providing 
for  nominal  or  token  fees) ,  this  category 
of  expense  may  be  either  reimbursed  on 
the  basis  of  actual  costs  or  comc>ensated 
through  a  predetermined  Axed  amount. 

(c)  The  above-stated  ix)licy  does  not 
preclude  the  payment  of  expenses  merely 
because  they  are  incurred  or  accounted 
for  at  or  by  the  contractor’s  home,  di¬ 
visional  or  branch  offices;  where  expenses 
of  a  type  typically  incurred  at  construc¬ 
tion  or  operation  sites  in  support  of  the 
contract  work,  are,  by  reason  of  a  par¬ 
ticular  contractor’s  greater  centraliza¬ 
tion,  incurred  at  such  offices,  rather  than 
at  the  operation  site,  such  expenses  may 
be  reimbursed. 

(d)  In  the  case  of  on-site  architect- 
engineer  contracts,  the  contracting  offi¬ 
cer  may  approve  performance  of  some 
of  the  work  in  the  contractor’s  central  or 
branch  office  location.  The  direct  costs 
of  such  work  and  an  equitable  portion 
of  such  indirect  costs  at  the  central  of- 
flce  or  branch  office  location  as  are  prop¬ 
erly  applicable  and  apportionable  to  such 
work  are  allowable.  In  such  cases,  the 
indirect  costs  attributable  to  the  per¬ 
formance  at  a  central  office  or  branch 
office  location  of  work  related  directly 
and  solely  to  individual  contracts  shall 
be  distinguished  with  care  from  general 
and  administrative  expenses  incurred  by 
the  contractor’s  home  or  branch  offices 
in  the  general  management,  supervision, 
and  conduct  of  its  business,  since  these 
general  administrative  expenses  are  usu¬ 
ally  compensated  for  through  fee  and, 
in  any  event,  where  allowable,  are  re¬ 
lated  to  and  apportionable  over  all  work 
under  the  supervision  of  the  office  con¬ 
cerned. 

(e)  As  to  work  performed  by  an  oper¬ 
ating  contractor  in  its  own  facilities,  see 
§  9-15.5007-3. 

§  9—15.5005—3  General  bu«.i!<  for  deler- 
niinalion  of  rosts. 

The  total  reimbursable  cost  of  an  AEC 
cost-typ)e  contract  is  the  sum  of  the  al¬ 
lowable  direct  costs  necessary  or  incident 
to  the  p)erformance  of  the  contract,  plus 
the  properly  allocable  portion  of  the  al¬ 
lowable  indirect  costs,  less  applicable  in¬ 
come  and  other  credits.  In  determining 
allowability  and  reimbursability  of  costs, 
there  shall  be  considered  also: 

(a)  Reasonableness,  including  the  ex¬ 
ercise  of  prudent  business  judgment; 

(b)  Application  of  generally  accepted 
accounting  principles  and  practices  ap¬ 
propriate  to  identify  and  measure  costs 
of  ijerforming  the  contract  in  accordance 
with  this  subpart; 

(c)  All  exclusions  of  and  limitations 
on  tyi>es  and  amounts  of  items  of  cost 
set  forth  in  the  contract;  and 

(d)  Approvals  by  the  contracting  of- 
flcer  required  under  the  contract  terms. 
(For  examples  of  allowable  and  unallow¬ 
able  costs  see  §§  9-7.5006-9  through  9-7. 
5006-12.) 
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§  9—15.5005—4  Cost  determination  bused 

on  audit. 

(a)  The  amount  reimbursable  under 
cost-type  contracts  shall  be  determined 
in  accordance  with  the  terms  of  the  re¬ 
spective  contracts  on  the  basis  of  audit. 

In  the  event  that  the  contractual  terms 
differ  or  are  inconsistent  (see  S  0-15.5003 
for  approval  of  deviations)  with  the 
principles  stated  herein  the  contractual 
terms  control.  The  audit  is  performed 
directly  by  AEG  (or  by  the  cognizant 
Federal  8«ency  pursuant  to  arrange¬ 
ments  made  by  the  AEG)  in  the  case  of 
cost-type  contracts.  Gontracting  officers 
shall  assure  that  cost-type  prime  con¬ 
tractors  assume  the  responsibility  for 
audit  of  subcontractors  (and  provide  for 
the  audit  of  lower  tier  subcontractors  by 
the  subcontractor  Immediately  preced¬ 
ing  in  the  contractual  chain)  except  as 
noted  in  this  paragraph.  Exceptions  may 
be  made  to  this  general  principle  of  sub¬ 
contractors  being  audited  by  the  next 
higher-tier  contractor,  where  the  latter  is 
interrelated  with  the  subcontractor  in¬ 
volved,  does  not  have  the  necessary  audit 
facilities  or  for  other  reasons  is  not  in  a 
position  to  perform  the  subcontract  audit 
in  a  manner  satisfactory  to  the  AEG. 

In  the  event  of  such  exception,  the  sub¬ 
contract  audit  responsibility  shall  rest 
.  with  the  successively  higher-tier  con¬ 
tractor  (or  ultimately  AEG),  but  re- 
si>6nsibility  for  determining  the  costs 
reimbursable  to  the  subcontractor  re¬ 
mains  with  the  next  higher-tier  contrac¬ 
tor  on  the  basis  of  such  audit. 

(b)  Audit  by  other  Federal  agencies: 
Where  the  amount  of  cost-type  work  to 
be  performed  for  AEG  in  a  particvdar 
facility  is  less  than  that  being  performed 
at  the  same  facility  for  other  Federal 
agencies,  arrangements  may  be  made  to 
have  the  cognizant  agency  perform  the 
audit  of  the  AEG  contract  or  subcontract. 
These  arrangements  shall  be  made  ad¬ 
ministratively  between  AEG  and  the 
other  agency  involved,  and  wherever  pos¬ 
sible  shall  provide  for  the  cognizant 
agency  to  audit  against  the  AEG  cost 
principles.  In  no  case,  however,  shall  the 
arrangements  preclude  determination  by 
the  AEG  contracting  officer  of  the  allow¬ 
able  and  unallowable  costs  in  accordance 
with  AEG  cost  principles  set  forth  in 
§§  9-7.5006-9  through  9-7.5006-12.  Steps 
appropriate  in  the  light  of  the  magnitude 
and  nature  of  the  costs  shall  be  taken  by 
the  contracting  officer  to  ascertain  that 
the  audit  results  properly  reflect  the  ap¬ 
plication  of  AEG  cost  principles  (particu¬ 
larly  as  to  types  and  amounts  of  items  of 
cost  including  incidence,  allocabillty,  and 
equitable  distribution  thereof) . 

§  9—15.5005—5  Contractor's  system  of 
accounting. 

(a)  (1)  Gareful  AEG  study  of  the  con¬ 
tractor’s  usual  accounting  procedures 
shall  be  made  prior  to  arriving  at  an  un¬ 
derstanding  with  the  contractor  as  to  the 
accounting  system  to  be  employed  by  the 
contractor  during  the  period  of  contract 
performance. 

(2)  The  contractor’s  customary  ac¬ 
counting  practices  are  usually  accepted 
if  they  conform  to  generally  accepted  ac- 
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counting  principles,  produce  equitable  re¬ 
sults,  are  consistently  applied,  are  not  in 
conflict  with  the  provisions  of  this  sub¬ 
part,  are  conducive  to  accurate  costing  of 
the  contract  work,  and  produce  reports 
required  by  the  AEG. 

(b)  It  is  the  AEG’s  poUcy  to  discourage 
Arm  contractual  provisions  relating  to 
the  contractor’s  accoimting  system  (in¬ 
cluding  methods  for  computing  indirect 
costs)  which  preclude  appropriate  ret¬ 
rospective  modification.  No  firm  con¬ 
tractual  provision  shall  be  included  in  the 
contract  where  there  is  no  previous  Gov¬ 
ernment  contracting  experience  with  the 
contractor’s  methods  of  operation  and 
accounting.  Gontracting  officers  may, 
however,  include  firm  contractual  provi¬ 
sions  when  there  is  a  comprehensive  im- 
derstanding  of  the  contractor’s  methods 
of  operation  and  accoimting  as  a  result  of 
Government  contracting  experience  in 
dealing  with  the  contractor  and  the  con¬ 
tracting  officer  makes  a  determination, 
based  on  an  AEG  study  thereof,  that  the 
contractor’s  accounting  procedures  are 
likely  to  produce  equitable  results  in  the 
future  as  in  the  past.  Such*  firm  con¬ 
tractual  provisions  shall  be  subject  to  ad¬ 
justment  retroactively  at  the  request  of 
either  party  to  the  contract  when  the 
method  of  overhead  determination  has 
become  inequitable  as  a  result  of 

(1)  Any  substantial  difference  accru¬ 
ing  between  the  cost  patterns  of  work 
under  the  contract  and  other  work  of  the 
contractor:  or 

(2)  Any  significant  change  occurring 
in  the  nature  of  the  business,  the  extent 
of  subcontracting,  fixed  asset  improve¬ 
ment  program,  the  inventories,  the 
volume  of  sales  and  production,  manu¬ 
facturing  processes,  the  contractor’s 
products,  or  other  relevant  circum¬ 
stances. 

§  9— 15.50()6  Advance  understandings  on 
particular  cost  items. 

It  is  Important  that  agreement  between 
AEG  and  its  contractors  be  reached  in 
advance  of  the  incurrence  of  costs  in 
categories  where  reasonableness  or  allo- 
cability  are  difficult  to  determine  in  order 
to  avoid  possible  subsequent  disallowance 
or  dispute.  Any  such  agreement  should 
be  incorporated  in  cost-type  contracts 
and  should  govern  the  cost  treatment 
covered  thereby.  But  the  absence  of  such 
agreement  on  any  element  of  cost  will 
not,  in  itself,  serve  to  make  that  element 
either  allowable  or  imallowable.  Ex¬ 
amples  of  costs  on  which  advance  agree¬ 
ments  may  be  particularly  important 
are: 

(a)  Deferred  maintenance  costs; 

(b)  Precontract  costs; 

(c)  Professional  or  technical  consult¬ 
ing  services: 

(d)  Reconversion  costs; 

(e)  Research  and  development  costs; 

(f)  Royalties; 

(g)  Selling  and  distribution  costs; 

(h)  Unemployment  insurance  experi¬ 
ence  ratings; 

(i)  Employee  compensation,  travel  in¬ 
cluding  relocation  costs,  and  other  per¬ 
sonnel  costs.  AEG  utilizes  two  basic 
methods  of  achieving  and  recording  un¬ 


derstandings  with  contractors  as  to  the 
allowability  of  employee  compensation, 
travel,  and  other  personnel  costs:  Nego¬ 
tiation  of  a  personnel  appendix  to  the 
contract  which  sets  forth  the  policies 
programs,  and  schedules  which  are  ac¬ 
cepted  as  the  basis  for  determining  the 
allowability  of  costs;  or  reviewing  and 
reaching  agreement  on  established 
policies,  programs,  and  schedules  (and 
any  changes  thereto  during  the  contract 
term)  applicable  to  the  contractor’s  pri¬ 
vate  operations  which  are  acceptable  for 
contract  work  and  which  will  be  consist¬ 
ently  followed  throughout  the  con-  I 
tractor’s  organization.  Generally,  a 
personnel  appendix  to  the  contract  Is 
utilized  in  contracts  for  work  in  Govern¬ 
ment-owned  facilities,  and  in  other  con¬ 
tract  situations  when  one  or  more  of  the 
following  circumstances  exist:  When 
policies,  programs,  and  schedules  are  es¬ 
tablished  specifically  for  contract  work; 
when  the  contractor’s  work  is  pre¬ 
dominantly  or  exclusively  made  up  of 
negotiated  Government  contract  work; 
when  contract  work  is  so  different  from 
the  organization’s  private  work  that  ex¬ 
isting  established  policies,  programs, 
and  schedules  cannot  reasonably  be  ex¬ 
tended  to  and  consistently  applied  on 
contract  work;  or,  when  established 
policies,  programs,  and  schedules  pro¬ 
posed  for  contract  work  are  not  siiffl- 
ciently  definitive  to  permit  a  clear 
advance  mutual  understanding  of  allow¬ 
able  costs  and  to  provide  a  basis  for 
audit.  Managers  of  Field  Offices  are  au¬ 
thorized  to  select  the  alternative  method 
of  achieving  and  recording  advance  un¬ 
derstanding  that  they  find  most  appro¬ 
priate  after  considering  the  facts  of  the 
particular  contract  situation.  In  the  case 
of  contracts  with  an  estimated  annual 
expenditure  of  less  than  $250,000  for 
performance  of  work  not  located  at 
Government-owned  facilities,  Managers 
of  Field  Offices  may  waive  advance  un¬ 
derstandings  in  the  area  of  compensa¬ 
tion,  travel,  and  other  personnel  costs 
where  they  believe  that  the  circumstance 
does  not  warrant  their  use.  Employee 
compensation,  travel,  and  other  person¬ 
nel  costs  as  used  In  this  paragraph 
include; 

(1)  Gompensation  for  personal  serv¬ 
ices,  including  wages  and  salaries, 
bonuses  and  ihcentives,  premium  pay¬ 
ments,  pay  for  time  not  worked,  and  sup¬ 
plementary  compensation  and  benefits, 
such  as  pension  and  retirement,  group 
insurance,  severance  pay  plans,  and 
other  forms  of  compensation  covered  by 
§  9-15.5010-14; 

(2)  Morale,  health,  welfare,  and  food 
service  and  dormitory  costs; 

(3)  Training  and  education  costs;  and 

(4)  Employee  travel  costs,  including 
travel  on  official  business,  relocation  of 
employees,  foreign  travel,  travel  of  exec¬ 
utive  officers,  and  special  or  mass 
personnel  movement. 

§  9—15.5007  Direct  and  indirect  costs. 

§  9—15.5007—1  Explanation  of  direct 
costs  and  indirect  costs. 

(a)  ’The  classification  of  an  item  of 
cost  as  a  direct  cost  or  as  an  Indirect  cost 
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has  reference  to  the  manner  In  which  the 
particular  cost  is  charged  to  or  lodged 
against  the  products  manufactured, 
work  done,  or  services  performed.  In 
general,  direct  costs  are  those  which  are 
identified  as  having  been  incurred  spe¬ 
cifically  for  or  on  account  of  a  particvdar 
product  (or  lots  of  similar  products), 
work  order,  job,  or  contract.  Materials, 
labor,  or  expenses  which  relate  specifi¬ 
cally  and  solely  to  the  manufacture  of  a 
particular  product  or  to  the  performance 
of  a  distinct  job  or  work  are  broad  exam¬ 
ples  of  direct  costs. 

(b)  Indirect  costs  are  comprised  of 
items  of  material,  labor,  and  expenses 
which  benefit  not  only  a  particular  prod¬ 
uct  or  a  specific  unit  of  work  but  also 
other  production  or  work  and  are  so  re¬ 
lated  to  the  particular  product  or  specific 
task  that  the  amount  of  the  cost  which 
should  properly  be  lodged  against  it  can¬ 
not  be  precisely  determined,  at  least 
without  effort  entirely  disproportionate 
to  the  increased  accuracy  achieved. 
There  is  no  universal  rule  that  under 
every  accounting  system  certain  items  of 
cost  shall  be  treated  as  direct  or  as  in¬ 
direct  costs.  It  is  essential,  however,  that 
within  the  accounting  system  of  any 
given  organization  each  item  of  cost  be 
consistently  treated  in  the  same  manner. 
Also,  since  indirect  costs  must  ultimately 
be  lodged  against  the  various  products, 
work  orders,  jobs  or  contract  which  bene¬ 
fit  from  their  incurrence,  it  is  necessary 
to  establish  ways  or  means  of  apportion¬ 
ing  or  distributing  these  indirect  costs 
equitably  to  all  work  concerned.  Since 
the  means  of  accomplishing  this  distri¬ 
bution  of  indirect  costs  are  necessarily 
somewhat  arbitrary  and  not  precisely 
correct,  accuracy  is  best  attained  by 
treating  as  direct  costs  all  items  of  cost 
which  are  susceptible  of  such  handling 
and  by  limiting  to  the  greatest  practical 
extent  the  number  of  items  of  cost  which 
are  treated  as  indirect  costs.  The  con¬ 
tractor’s  accounting  system  should  be 
examined  and  modified  so  that  such  re¬ 
sults  are  achieved.  (See  §  9-15.5005-5.) 

§9-15.5007—2  Trealtiienl  of  indirect 
cost!*. 

(a)  The  contractor’s  indirect  costs, 
which  must  be  appropriately  identified 
and  supported  by  adequate  documenta¬ 
tion,  must  be  carefully  examined  with 
the  objective  of  excluding  for  reimburse¬ 
ment  purposes  all  types  of  indirect  costs 
that  are  either  unallowable  in  nature 
(see  list  of  examples  in  standard-  cost 
articles  §§  9-7.5006-9  through  9-7.5006- 
12)  or  not  properly  allocable  to  perform¬ 
ance  of  work  under  the  AEC  contract. 
It  may  be  that  only  a  portion  of  a  given 
pool  of  indirect  costs  will  fail  to  meet 
these  tests  and  require  such  exclusion*. 
After  excluding  all  such  expenses,  the 
remaining  indirect  costs  require  alloca¬ 
tion  by  an  acceptable  method  or  methods 
that  result  in  equitable  charges  to  the 
AEC  contract.  Any  item  or  items  of  in¬ 
direct  cost  that  are  so  excluded  in  whole 
or  in  part  shall  include  an  amount  for 
absorption  of  their  appropriate  share  of 
other  related  indirect  and  administrative 
expenses.  Some  examples  of  Indirect 
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costs  that  should  include  a  fair  share  of 
other  indirect  and  administrative  ex¬ 
penses  are:  research  and  development 
costs,  selling  expenses,  and  bidding  and 
proposal  costs. 

(b)  The  methods  of  allocation  of  in¬ 
direct  costs  shall  be  determined  in  ac¬ 
cordance  with  the  policy  and  procedure 
outlined  in  §  9-15.5005-5(b) .  Careful  re¬ 
views  shall  be  made  from  time  to  time 
as  appropriate,  particularly  where  there 
is  a  significant  change  in  the  nature  or 
volume  of  activity,  to  determine  whether 
the  method  or  methods  of  allocation 
previously  used  continue  to  be  equitable. 
The  ultimate  objective  in  allocating  in¬ 
direct  costs  is  to  charge  fair  shares  of 
the  various  expenses  concerned  to  the 
AEC  contract  work.  ’The  appropriate 
method  or  methods  of  allocation  are  de¬ 
pendent  upon  the  particular  circum¬ 
stances  and  conditions;  hence,  no  gen-  ^ 
eral  rules  can  be  stated  as  to  particular  ' 
methods  or  bases  of  allocating  indirect 
costs  applicable  and  appropriate  in  all 
cases.  One  method  may  be  determined 
to  be  appropriate  for  allocating  certain 
indirect  costs  but  not  others,  in  which 
case  a  different  method  or  methods  must 
be  established  which  will  equitably  allo- 
_  cate  the  other  indirect  costs.  This  means 
that  it  may  be  necessary  to  establish 
separate  pools  of  indirect  costs  for  par¬ 
ticular  items  of  expense  and  to  use  sep¬ 
arate  methods  of  allocation  for  each  pool 
in  order  to  establish  equitable  results. 

§  9—15.5007—3  Company  general  and 
administrative  expenses. 

Although  the  AEC  generally  compen¬ 
sates  operating,  construction  and  on-site 
architect-engineer  contractors  through 
fee  for  company  general  and  administra¬ 
tive  expenses  (see  §  9-15.5005-2),  it  al¬ 
lows  such  company  general  and  adminis¬ 
trative  expenses  under  off -site  architect- 
engineer,  supply,  and  research  contracts 
with  commercial  contractors  p>erform- 
ing  the  work  in  their  own  facilities.  Con¬ 
tractor’s  general  and  administrative  ex¬ 
penses  may,  however,  be  included  for 
reimbursement  under  AEC  off-site  archi¬ 
tect-engineer,  supply,  and  research  con¬ 
tracts  only  to  the  extent  that  they  are 
established,  after  careful  examination,  to 
be  allowable  in  nature  and  properly  allo¬ 
cable  to  the  work.  Work  performed  in  a 
contractor’s  own  facilities  under  an  op¬ 
erating  or  construction  contract  may 
likewise  be  allowed  to  bear  the  properly 
allocable  portion  of  allowable  company 
general  and  administrative  expense. 

§  9—15.5008  Negolialed  fixed-price  con¬ 
tracts  where  costs  incurred  are  a 
factor  in  determining  the  amount 
payable. 

§  9— 1 5. .5008—1  General  policy. 

See  §  9-3.807  and  PPR  1-3.807. 


§  9—1 5.5008—2  Cost  data. 

Where  the  use  of  cost  data  is  required 
by  §  9-3.807  and  FPR  1-3.807,  the  cost 
principles  outlined  in  this  subpart,  in¬ 
cluding  the  items  listed  as  unallowable 
costs  in  the  standard  cost  articles,  §§  9- 
7.5006-9  through  9-7.5006-12  of  this 
chapter,  shall  be  applicable  in  the  ac¬ 
counting  reviews  of  contractor’s  propos¬ 
als  for  pricing  and  In  the  preparation 
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of  the  advisory  accoimting  reports  which 
are  to  be  used  as  a  guide  by  the  contract¬ 
ing  officer  in  negotiating  the  final  price. 

An  exception  to  this  is  the  treatment  of 
contingency  reserves  or  allowances  in 
connection  with  estimates  of  future  costs. 

If  contingencies  are  known  to  exist  in 
such  cases  and  the  effects  may  be  gauged 
within  reasonable  limits  (such  as  antici¬ 
pated  costs  of  defective  work),  consid¬ 
eration  thereof  may  be  included  in  the 
estimates.  Where  conditions  are  known 
that  may  give  rise  to  a  contingency  but 
the  effects  cannot  be  reasonably  esti¬ 
mated  (such  as  general  business  risks), 
the  contingency  should  not  be  included 
as  a  cost  factor  but  should  be  disclosed 
as  a  separate  item  for  the  consideration 
of  the  contracting  officer. 

§  9—1.5.5008—3  Contractor’s  cost  ac¬ 
counting  system. 

Where  a  fixed  price  contract  with  price 
redetermination  provisions  (including 
the  incentive  type)  is  involved,  it  should 
be  determined  at  the  inception  of  the 
contract  that  the  contractor’s  accoimting 
system  is  maintained  in  accordance  with 
generally  accepted  accounting  principles 
and  practices  and  will  equitably  reflect 
the  costs  of  contract  performance.  This 
may  be  done  either  on  the  basis  of  a  sur¬ 
vey  of  the  accounting  system,  previous 
experience  with  the  contractor,  or  by 
such  other  means  as  may  be  considered 
satisfactory  to  the  contracting  officer. 

§  9—1.5.5009  Troalmcnf  of  indirert  vosis. 

For  purposes  of  allowability,  indirect 
costs,  like  direct  costs,  are  subject  to  the 
requirements  of  §  9-15.5005-3  with  re¬ 
spect  to  the  general  basis  for  determina¬ 
tion  of  costs. 

§  9—15.5009—1  Rirecl  rhurging  of  ^•o^l!‘. 

The  nature  of  some  types  of  cost, 
possibly  significant  in  amount,  and  their 
relationship  to  the  contractor’s  work 
may  be  such  as  to  necessitate  their  treat¬ 
ment  as  indirect  costs.  However,  in  order 
to  secure  the  most  accurate  and  equi¬ 
table  results,  the  various  types  of  cost 
normally  treated  as  indirect  costs  by  tlie 
contractor  under  its  regular  accounting 
procedures  should  be  examined  to  deter¬ 
mine  which  types  should,  for  purposes 
of  reimbursement  under  the  AEC  con¬ 
tract,  be  treated  as  direct  costs.  Such 
action  should  be  taken  whenever  the  in¬ 
creased  accuracy  that  results  is  suffi¬ 
ciently  material  to  justify  the  expendi¬ 
ture  of  the  additional  time,  effort,  and 
expense  entailed.  Where  a  type  of  cost 
is  charged  direct  to  the  AEC  contract,  no 
item  of  a  similar  character  which  on  the 
same  basis  is  properly  chargeable  only 
to  other  work  should  be  included  in 
indirect  costs  apportioned  to  the  AEC 
contract.  Treatment  of  items  of  cost  as 
direct  charges,  consistently  as  to  both 
the  AEC  contract  and  the  contractor’s 
other  work,  should  be  employed  to  the 
fullest  extent  practicable,  correspond¬ 
ingly  reducing  the  volume  of  costs  to  be 
treated  as  indirect  costs  that  require 
distribution  by  arbitrary  methods  which 
are  not  precise  and  accurate  and  there¬ 
fore,  at  best,  produce  only  approximate 
results. 
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§  9—15.5009—2  Appropriate  departmen- 

tization. 

Appropriate  departmentization  for 
cost-reimbursement  purposes  should  be 
effected  between  different  kinds  of  pro¬ 
ductive  activity,  such  as: 

(a)  Between  manufacturing  involving 
substantial  expenses  of  machinery  de¬ 
preciation,  machinery  operation  and 
maintenance,  space,  electric  energy, 
tools,  etc.,  and  research  generating 
relatively  small  overhead  costs; 

(b)  Between  heavy  manufacturing  re¬ 
quiring  expensive  equipment  and  power 
machinery,  and  light  manufacturing 
which  by  comparison  is  practically  a 
hand  operation; 

(c)  Between  vresearch  work  requiring 
an  elaborate  layout  of  laboratory  facili¬ 
ties  and  equipment,  and  research  involv¬ 
ing  primarily  the  application  of  mental 
effort  and  requiring  little  or  no  equip¬ 
ment. 

The  objective  and  result  should  be  to 
burden  manufacturing  work,  or  different 
kinds  of  manufacturing  work,  and  re¬ 
search  work,  or  different  kinds  of  re¬ 
search  work,  each  with  the  indirect  costs 
properly  applicable  to  the  respective 
kind  of  work.  If  a  nondepartmentized 
plant  or  individual  department  is  so  con¬ 
stituted  that  the  indirect  costs,  rather 
than  relating  fairly  proportionately  to 
all  work  in  the  plant  or  department, 
particularly  to  the  work  imder  the  AEC 
contract,  relate  more  to  some  work  than 
to  other  work,  consideration  should  be 
given  to  further  departmentization.  The 
costing  refinement  may  be  made  on  a 
quasi-department  basis  from  data  fur¬ 
nished  by  the  existing  accounting  system 
or  developed  on  as  reasonable  an  analysis 
as  the  facts  and  circiunstances  permit. 
The  further  departmentization  should 
preferably  be  incorporated  into  the  con¬ 
tractor’s  own  accounting  system. 

§9-15.5009-3  Dixlribulion  of  service 
department  costs  to  production  de¬ 
partments. 

The  total  indirect  costs  of  each  pro¬ 
ductive  department  include  an  appro¬ 
priate  share  of  the  costs  incurred  by  the 
nonproductive  or  so-called  service  de¬ 
partments,  such  as  the  maintenance  de¬ 
partment,  the  power  plant  department, 
stores  handling  department,  and  tool 
room  department.  The  basis  used  to 
distribute  the  costs  of  each  individual 
service  department  should  result  in  eq¬ 
uitable  allocation  of  the  service  depart¬ 
ment  costs  to  the  productive  depart¬ 
ments,  particularly  those  productive  de¬ 
partments  in  which  work  under  the  AEC 
contract  is  performed.  In  the  case  of 
each  service  department  the  distribution 
method  used  should  be  appropriate  in  the 
circumstances,  whether  it  be  based  on 
number  of  workers,  floor  space  occupied, 
measurable  services,  total  labor  costs, 
total  labor  hours,  some  other  basis,  or  a 
combination  of  methods. 

§  9—15.5009—4  Distribuliun  of  iiidirert 
roKtH  of  produrlive  depart  inrnts  to 
work  done. 

In  order  to  distribute  the  indirect  costs 
of  a  productive  department  to  the  work 


done  in  the  particular  department,  it  is 
necessary  that  the  apportionment  be 
based  on  a  factor  which  is  common  to  all 
work  performed  in  the  particular  de¬ 
partment  and  which  closely  approxi¬ 
mates  the  extent  to  which  the  services 
represented  by  the  indirect  costs  of  the 
department  are  utilized  in  performing 
the  work  done  on  the  individual  con¬ 
tracts  and  work  orders.  The  variety  and 
complexity  of  production  work  makes  it 
difficult  to  determine  the  most  appro¬ 
priate  and  equitable  common  denomi¬ 
nator  for  distributing  a  department’s  in¬ 
direct  costs  to  the  department’s  work. 
Since,  insofar  as  the  use  made  of  services 
represented  by  a  productive  depart¬ 
ment’s  indirect  costs  is  concerned,  the 
major  factor  common  to  all  work  of  the 
department  is  either  direct  labor  cost  or 
the  time  required  for  performance,  the 
methods  comm<mly  used  for  distributing 
a  department’s  indirect  costs,  each  of 
w'hich  is  based  on  one  of  these  two  fac¬ 
tors,  are; 

(a)  The  direct  labor  cost  method. 

(b)  'The  direct  labor  hour  method. 

(c)  The  departmental  hourly  rate 
method. 

(d)  The  machine  hours  method. 

Which  of  these  methods  is  most  ap¬ 
propriate  for  a  particular  department 
depends  on  whether  distribution  of  the 
department’s  indirect  costs  equitably 
should  be  proportionate  to  the  depart¬ 
ment’s  costs  of  direct  labor,  homs  of  di¬ 
rect  labor,  or  hours  of  machine  use.  If 
the  contractor’s  departmentization  fol¬ 
lows  sound  and  recognized  lines  of  or¬ 
ganizational  subdivision,  one  of  these 
methods  usually  will  be  found  sufficiently 
accurate  and  equitable  to  be  accepted. 
If  not,  departmental  refinement  or  quasi- 
departmentization  may  be  required, 
or  combinations  of  the  above  methods 
or  the  development  of  other  methods 
equitable  in  the  particular  circiun¬ 
stances  may  be  necessary. 

§  9—15.5009—5  General  and  adniinUtru- 
tive  expenses. 

(a)  Allowability.  As  indicated  in 
§  9-15.5005-3,  a  contractor’s  general  and 
administrative  expenses  may  be  accepted 
for  apportionment  to  work  under  an  AEC 
off -site  architect-engineer  (see  also  §  9- 
3.404-50(f)  (1)  (lii) ) ,  supply,  or  research 
contract  only  to  the  extent  that  they  are 
established,  after  careful  examination,  to 
be  allowable  in  nature  and,  on  the  basis 
of  incidence  to  its  performance,  properly 
all(X5able  to  the  work.  The  following  are 
a  few  examples  of  expenses  which,  al¬ 
though  not  unallowable  because  of  their 
basic  nature,  are  not  incident  to  the  per¬ 
formance  of  an  AEC  contract; 

( 1 )  The  salaries  and  expenses  of  cor¬ 
porate  officers,  and  their  staffs,  whose 
services  do  not  apply  to  the  perfonnance 
of  the  AEC  contract  work,  e.g.,  those 
who.se  services  are  devoted  to  sales  ac¬ 
tivities  promoting  the  marketing  of  the 
contractor’s  manufactured  products;  or 
to  matters  completely  separate  from  the 
contractor’s  manufactured  products, 
such  as  the  merchandising  of  products 
made  by  others;  or  to  the  handling  of 


investments  so  substantial  as  to  consti¬ 
tute  In  effect  a  separate  business. 

(2)  Legal  and  other  expenses  in  con¬ 
nection  with  applications  for  patents  for 
the  contractor’s  account. 

(3)  Outgoing  freight  costs,  in  appu. 
cable  to  the  AEC  contract  products  be¬ 
cause  delivery  of  such  products  is  taken 
f  .o.b.  contractor’s  plant. 

(4)  Expenses  (depreciation,  operation 

and  maintenance  of  buildings  and  equip^ 
ment,  labor,  and  other  costs)  applicable 
to  warehousing  and  storage  of  the  con¬ 
tractor’s  products  but  not  incident  to  the 
products  under  the  AEC  contract  be¬ 
cause  they  are  delivered  upon  completion. 

(5)  Expenses  of  maintenance  and  re¬ 
pairs  which  would  normally  have  been 
performed  in  an  accounting  period  prior 
to  the  period  of  performance  of  the  AEC 
contract  but  which  for  some  reason— 
possibly  abnormal  operating  conditions 
shortages  or  high  costs  of  material  or 
labor,  or  lack  of  funds — have  be^  de¬ 
ferred. 

(b)  Allocation.  No  one  method  of  dis¬ 
tribution  can  be  stated  to  be  always  most 
equitable  and  best  for  purposes  of  dis¬ 
tributing  a  contractor’s  allowable  and 
properly  allocable  general  and  adminis¬ 
trative  expenses  to  individual  jobs  and, 
specifically,  to  work  for  AEC.  Careful 
consideration  of  the  expenses  themselves, 
of  differences  in  work  performed,  and  of 
the  relationship  of  the  expenses  to  the 
different  kinds  of  productive  activity  is 
necessary  in  each  case  to  assure  that  the 
method  used  produces  fair  and  equitable 
results  in  the  particular  circumstances. 
Several  of  the  methods  frequently  em¬ 
ployed  are  briefly  discussed  below. 

(1)  Total  manufacturing  costs  (in¬ 
cluding  material)  may  in  many  cases 
be  an  appropriate  basis  for  distributing 
general  and  administrative  expenses  to 
jobs  in  connection  with  which  the  rela¬ 
tion  to  one  another  of  the  component 
cost  elements  is  substantially  the  same  as 
the  cost  pattern  of  the  contractor’s  work 
generally.  However,  they  would  be  an  in¬ 
appropriate  basis  in  the  case  of  a  job 
whose  material  cost  component,  due  to 
heavy  material  purchases  and  subcon¬ 
tracting,  is  abnormally  high  by  com¬ 
parison  with  the  general  cost  pattern  of 
the  contractor’s  total  work.  In  such  a 
case  the  normal  general  and  administra¬ 
tive  expense  rate  applicable  to  total 
manufacturing  cost,  arrived  at  on  the 
basis  of  the  general  cost  pattern  of  the 
contractor’s  work,  should  be  appropri¬ 
ately  adjusted  because  of  the  special  cir¬ 
cumstances  pertaining  to  the  particular 
job,  or  a  different  basis  of  allocaticm 
should  be  used  to  distribute  general  and 
administrative  expenses  to  the  job.  For 
cost  reimbursement  purposes,  total 
manufacturing  costs  generally  consti¬ 
tute  a  more  appropriate  base  for  the  dis¬ 
tribution  of  general  and  administrative 
expenses  than  does  either  the  total  cost 
of  goods  sold  or  total  sales.  Each  of  these 
latter  bases  may  be  deficient  and  inequi¬ 
table  in  that  it  distributes  general  and 
administrative  expenses  to  work  s(^ 
rather  than  to  work  performed  during 
the  period  concerned. 
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(2)  Processing  costs  are  used  in  many 
(sses  as  the  basis  for  allocating  general 
gnd  administrative  expense.  If  the  major 
indirect  costs  attributable  to  material — 
such  as  purchasing,  receiving,  inspect¬ 
ing  or  testing,  internal  handling  (to 
stockrooms  and  to  jobs  directly  and  from 
stockrooms),  storing,  inventorying,  con¬ 
trolling,  and  issuing  materials — are 
either  included  in  indirect  manufactur¬ 
ing  costs  or  segregated  and  treated  sep¬ 
arately  as  material  burden  or  material- 
expense,  it  will  probably  be 
more  equitable  to  exclude  material  cost 
from,  than  to  include  it  in,  the  base  for 
general  and  administrative  ex¬ 
pense.  However,  exclxision  of  material 
cost  from  the  base  for  allocation  of  gen¬ 
eral  and  administrative  expense  where 
the  administrative  costs  attributable  to 
materials  are  accounted  for  as  general 
and  administrative  expenses  might  well 
be  subject  to  the  criticism  that  costs 
which  contribute  to  the  generation  of 
general  and  administrative  expenses 
are  not  included  in  the  base  for  their 
allocation. 

(3)  Direct  labor  cost  alone  is  some¬ 
times  used  as  the  basis  for  allocating 
general  and  administrative  expenses. 
However,  in  many  cases  use  of  this 
method  would  be  inappropriate  since  it 
fails  to  recognize  that  processing  costs 
other  than  direct  labor  and  also,  to  some 
extent  at  least,  material  costs  serve  to 
generate  and  to  benefit  from  the  incur¬ 
rence  of  general  and  administrative  ex¬ 
pense.  The  propriety  of  this  method 
would  be  subject  to  serious  questions 
in  a  situation  where  the  cost  pattern  of 
a  particular  job  (i.e.,  the  portion  of  the 
cost  representing  labor,  other  processing 
costs,  and  material)  differs  significantly 
from  the  normal  cost  pattern  of  the  con¬ 
tractor’s  total  work. 

(c)  Allocation  of  home  office  expenses 
of  mvUiplant  organizations.  In  the  case 
ol  a  multiplant  organization  there  will  be. 
in  addition  to  the  general  Jind  adminis¬ 
trative  expenses  of  the  individual  plants, 
overall  company  general  and  administra¬ 
tive  expenses. 'These  latter  expenses  re¬ 
quire  distribution  or  apportionment  to 
all  of  the  company’s  plants  and  other 
activities  on  an  equitable  basis  or  bases. 
Genmdly,  these  overall  company  ex¬ 
penses  are  not  distributed  to  the  com¬ 
pany’s  various  activities  as  a  single  pool 
of  ezpmise.  Rather,  individual  classifica¬ 
tions  of  expense  or  categories  of  similar 
types  of  expenses  are  spread  separately 
Ml  varied  bases — such  as  munber  of  em- 
tfoyees,  total  payrolls,  total  manufactiu:- 
ing  costs,  services  rendered,  time  devoted, 
and  allocations  based  on  the  results  of 
detailed  studies  and  analyses  in  prlcu: 
years.  The  total  activities  of  an  organiza¬ 
tion  may  include,  in  addition  to  mana- 
iMturlng,  separate  and  distinct  opera¬ 
tions  (such  as  sale  and  distribution  of 
atandard  commercial  products  of  the 
company’s  own  manufacture,  merchan- 
dWng  of  products  made  by  and  pur- 
®«ased  from  other  manufacturers,  and 
investment  activities)  so  varied  and 
dwalmilar  as  to  render  extremely  diffl- 
rolt  the  problem  of  determining  the 
I’*'oper  factors  to  serve  as  common  de¬ 


nominators  for  the  fair  and  equitable 
allocation  of  the  overall  company  ex¬ 
penses.  Moreover,  each  expenditure 
within  a  given  expense  classification 
probably  does  not  tenefit  all  activities 
in  the  same  way  and  to  the  same  extent 
as  does  any  other  expenditure  in  the 
same  expense  classification.  The  fore¬ 
going  serves  to  emphasize  that  the  rela¬ 
tionship  of  company  general  and  admin¬ 
istrative  expenses  to  individual  plants 
and  other  activities  is  not  susceptible  of 
precise  evaluation.  The  objective  must 
be,  as  to  the  particular  classification  or 
categories  of  such  expense,  a  basis  of 
apportionment  which  accomplishes  its 
reasonable  and  equitable,  though  ad¬ 
mittedly  only  approximately  correct, 
distribution  to  the  company’s  various 
activities,  particularly  those  in  which 
work  for  AEG  is  performed. 

§  9—15.5010  Application  of  basic  prin. 
ciples  to  particular  situations. 

This  guide  contains  examples  of  the 
application  of  the  policy  and  principles 
outlined  in  Subpart  9-15.50  to  particular 
situations. 

§  9—15.5010—1  Ck>nsideration  of  costs 
confined  to  locations  involved. 

If  a  contractor  does  work  for  AEG  at 
two  or  more  plants,  offices,  or  depart¬ 
ments,  the  Indirect  costs  of  each  plant, 
office,  or  department  will  be  applied  only 
to  the  work  of  the  particular  plant,  oflBce, 
or  department.  Separate  treatment  of 
plants,  offices,  and  departments  for  ac¬ 
counting  purposes  is  always  important; 
this  importance  is  fiurther  accentuated 
if  one  of  them  is  furnished  with  AEG 
equipment.  Similarly,  where  a  contractor 
that  operates  more  than  one  plant,  office, 
or  department  does  work  for  AEG  at  only 
one  particular  location,  only  the  costs 
applicable  to  the  particular  location  in¬ 
volved  should  be  considered  in  costing 
the  AEG  work.  The  costs  related  to  the 
other  plants,  offices,  or  departments 
which  do  not  perform  services  in  con¬ 
nection  with  the  AEG  contract,  are  in¬ 
applicable  to  the  work  under  the  AEG 
contract. 


§  9-15.5019—2  Field  work. 

Where  a  contractor  conducts  opera¬ 
tional  activities  both  at  its  plant  and  at 
field  locations,  the  apportionment  to  tlie 
field  work  of  indirect  operating  costs  in¬ 
curred  at  the  plant  should  be  confined 
to  only  those  expenses  which  are  actually 
applicable  to  the  field  work.  For  example, 
indirect  labor,  idle  time  of  direct  labor, 
and  other  indirect  costs  applicable  only 
to  the  contractor’s  operational  activities 
at  the  plant  location  should  not  be  ap¬ 
portioned  to  field  work.  Moreover,  if  the 
indirect  operating  expenses  applicable  to 
field  work  as  well  as  work  at  the  plant 
are  apportioned  on  the  basis  of  direct 
labor,  direct  labor  at  the  field  location 
should,  for  purposes  of  the  apportion¬ 
ment  at  least,  be  distinguished  from  in¬ 
direct  labor  at  that  location  on  a  basis 
paralleling  the  classification  of  labor  as 
between  direct  labor  and  indirect  labor 
at  the  plant  location.  Similarly,  if  idle 
time  of  personnel  normally  treated  as 
direct  labor  is  involved  at  the  field  loca¬ 


tion,  such  idle  time  should  be  excluded 
from  direct  labor  for  piuposes  of  distrib¬ 
uting  indirect  operating  costs  incurred 
at  the  plant  that  are  applicable  to  the 
field  work.  Also,  if  the  field  operation’s 
direct  labor  cost  involves  wage  or  salary 
increments  for  services  abroad  or  in  Iso¬ 
lated  areas,  such  increments  should  be 
excluded  from  the  direct  labor  cost  base 
for  purposes  of  distributing  applicable 
indirect  operating  costs. 

§9—15.5010—3  Use  of  Government- 
owned  facilities. 

If  the  Cxovemment  furnishes  the  con¬ 
tractor,  or  the  contractor  acquires  at 
(jrovemment  expense,  CSovemment- 
owned  equipment  with  which  to  do  all 
or  a  significant  amoimt  of  the  work 
imder  the  AEG  contract,  on  which  equip¬ 
ment  the  Government  is  bearing  the  ex¬ 
penses  of  depreciation,  maintenance, 
insurance,  and  taxes,  appropriate  pro¬ 
cedures  must  be  establish^  to  avoid  ap¬ 
portioning  to  AEG  work  performed  with 
AEG-owned  equipment  a  share  of  the 
expenses  of  depreciation,  maintenance, 
insurance,  and  taxes  on  the  contractor’s 
equipment  not  used  to  perform  such 
work.  If  the  Government-owned  equip¬ 
ment  is  placed  in  a  segregated  area,  that 
area  should  be  accoimt^d  for  as  a  sepa¬ 
rate  department.  If  the  Government- 
owned  equipment  is  not  placed  in  a  sepa¬ 
rate  area,  other  steps  must  be  taken  to 
avoid  what  would  amount  to  a  double 
equipment  burden  on  work  performed 
with  the  Government-owned  facilities. 
Such  work  should  be  so  accounted  for 
as  to  be  relieved  of  charges  for  expenses 
related  to  contractor’s  equipment  not 
used  in  its  performance. 

§  9—15.5010—4  Gontrartor's  costs  cover¬ 
ing  plant  and  equipment. 

Gharges  relating  to  contractor-owned 
plant  and  equipment  should  be  restricted 
to  the  applicable  costs,  such  as  deprecia¬ 
tion,  maintenance,  insurance,  and  taxes, 
and  should  not  ^  on  a  rental  basis. 
(Gompensation  in  excess  of  cost  is  cov¬ 
ered  by  the  fixed  fee.)  Rentals  of  plant 
and  equipment  owned  by  third  piarties 
are  normally  allowable  if  the  rates  are 
reasonable  in  the  light  of  the  type,  value, 
and  condition  of  the  property  involved 
and  option  and  other  provisions  of  the 
lease  agreement.  However,  where  the 
plant  and  equipment  used  by  the  con¬ 
tractor  is  rented  by  the  contractor  under 
a  sale  and  lease-back  agreement,  only 
the  normal  costs  (such  as  depreciation, 
maintenance,  insurance,  and  taxes)  that 
would  have  been  incurred  if  the  con¬ 
tractor  had  retained  legal  title  to  the 
facilities  should  be  allowed.  Allowances 
for  plant  and  equipment  rented  under 
agreements  that  are  not  arms-length 
transactions  should  be  similarly 
restrictive. 


§  9—15.5010—5  Overtime,  •>liifl,  and  hol¬ 
iday  premiums. 

(a)  Overtime,  shift,  and  holiday  pre¬ 
miums  are  allowable  only  to  the  extent 
provided  in  the  contract  or  approved  by 
the  contracting  officer.  The  amount  of 
such  premiums  charged  to  an  AEG  con¬ 
tract  shall  be  equitable  in  relation  to  the 
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amount  of  such  costs  charged  to  other 
work  currently  performed  in  the  con¬ 
tractor’s  plant  and  the  factors  which 
necessitate  this  incurrence  of  the  cost. 
When  the  necessity  for  overtime,  shift, 
and  holiday  work  arises  from  inadequacy 
of  the  contractor’s  plant  or  department 
to  perform  its  total  workload  on  a  purely 
straight-time  basis,  inclusions  in  over¬ 
head  for  apportionment  to  all  work  of 
the  plant  or  department,  as  the  case  may 
be,  appears  appropriate.  When  particu¬ 
lar  work,  AEC  or  other,  is  b^ng  specially 
expedited  to  a  point  that  its  fair  share  of 
the  contractor’s  purely  straight-time 
efforts  on  a  single-shift  basis  will  not 
get  the  particular  job  completed  within 
the  time  desired,  direct  charging  of  the 
related  premiums  appears  appropriate. 

(b)  When  premiums  for  overtime, 
shift,  and  holiday  work  are  charged 
direct  to  Uie  work  concerned,  if  the  op¬ 
erating  overhead  of  the  plant  or  relate 
department  is  distribute  on  the  basis 
of  direct  labor  (cost  or  hours) ,  the  pre- 
miupis  should  be  excluded  from  the  direct 
labor  base  for  purposes  of  the  overhead 
distribution.  'That  is,  the  direct  labor 
base  should  be,  as  appropriate,  direct 
labor  straight-time  costs  or  direct  labor 
hoiirs  actually  worked.  While  the  pre¬ 
miums  for  authorized  overtime,  shift, 
and  holiday  work  are  acceptable  as  reim¬ 
bursable  costs,  it  is  generally  recognized 
that  direct  labor  hours  worked  on  an 
overtime,  shift,  or  holiday  basis  should 
particii>ate  in  indirect  co^  to  the  same 
extent  as  hours  worked  on  a  straight- 
time  basis. 

§  9—15.5010—6  OuUide  technical  and 
profe««>ional  conoultante. 

Technical  and  professional  consult¬ 
ants,  as  used  here,  refers  to  private  in¬ 
dividuals  acting  in  their  own  behalf  who 
make  their  services  available  on  a  fee  or 
per  diem  basis.  Consultant  arrangements 
may  permit  bringing  to  contract  work 
the  services  of  outstanding  specialists 
who  would  not  be  available  on  a  full-time 
basis,  or  whose  employment  on  a  full¬ 
time  basis  would  not  be  economically 
feasible.  Costs  of  such  outside  consultant 
services  are  normally  allowable  (how¬ 
ever.  see  S<  9-7.5006-9(e)(26) ;  9-7.5006- 
10(e)  (24) ;  9-7.5006-ll(b) :  and  9-7.5006- 
12(e)  (22) ) :  Provided.  That,  the  services 
are  essential  to  and  will  make  a  material 
contribution  to  the  performance  of  con¬ 
tract  work;  the  services  may  be  per¬ 
formed  more  economically  or  more  suc¬ 
cessfully  by  a  consultant  than  by  the 
contractor's  regular  personnel;  the  fee 
or  p>er  diem  charged  is  reasonable;  and 
when  ar>proved  by  the  contracting  offi¬ 
cer.  If  the  cost  of  such  services  is  charged 
directly  to  the  AEC  contract,  the  cost  of 
like  items  properly  chargeable  only  to 
other  work  of  the  contractor  must  be 
eliminated  from  indirect  costs  allocable 
to  the  AEC  contract  (see  i  9  15.5009-1). 

S9— 13.5010— 7  Frt'pairalur;  «nd  tnnke. 
r*‘«dy  rjittitf. 

Since  indirect  costs  are  usually  appor¬ 
tioned  to  individual  jobs  wholly  or  sub¬ 
stantially  on  the  basis  of  the  direct  labor 
applied  to  the  p>articular  Job,  a  contract 
will  absorb  no  overhead  by  apportion¬ 


ment  prior  to  the  inception  of  the  actual 
performance  of  direct  work  on  the  con¬ 
tract.  The  effort  of  the  contractor’s  over¬ 
head  organization  in  preparing  for  one 
job  and  in  getting  it  underway  will  thus 
be  absorbed  by  jobs  previously  com¬ 
menced  and  still  being  performed;  later 
the  job  which  in  its  initial  stages  of 
preparation  and  make-ready  was  relieved 
of  exp>enses  that  were  actually  applicable 
to  it  will  partially  absorb,  through  their 
apportionment  as  overhead,  similar  costs 
equally  applicable  in  fact  to  other,  subse¬ 
quently  imdertaken  jobs.  This  procedure 
is  in  accordance  with  generally  accepted 
accounting  practices  and  normally  is 
reasonably  equitable  in  its  results.  The 
initial  advantages  and  subsequent  dis¬ 
advantages  to  the  individual  contract 
that  result  from  consistent  application 
of  the  procedure  tend  to  offset  each 
other  and  balance  out.  It  is  quite  appro¬ 
priate,  however,  to  employ  the  direct- 
charge  method  in  connection  with  over¬ 
head  costs  in  preparing  for  actual 
performance  by  segregating  such  prepar¬ 
atory  and  make-ready  costs  and  identi¬ 
fying  them  specifically  with  the  contract 
to  which  the  effort  actually  pertains. 
However,  if  preparatory  and  make-ready 
costs  are  charged  direct  to  an  AEC 
contract,  care  must  be  taken,  as  per¬ 
formance  of  the  AEC  contract  work  pro¬ 
ceeds  toward  completion,  to  segregate 
subsequent  indirect  expenses  similarly 
applicable  to  the  preparation  for  and 
commencement  of  other  jobs  and  to  ac¬ 
count  for  them  as  direct  charges  to 
these  other  jobs. 

§9—15.5010—8  Severance  pay. 

(a)  Severance  pay  Is  a  payment,  in 
addition  to  regular  salaries  and  wages 
but  exclusive  of  payments  for  vested 
rights  under  pension  plans,  by  an  or¬ 
ganization  to  personnel  whose  employ¬ 
ment  is  terminated.  Severance  pay  is 
allowable  as  a  cost  only  to  the  extent 
that  it  is  required  by  law,  employer- 
employee  agreement,  or  established  pol¬ 
icy  that  constitutes  in  effect  an  implied 
agreement  on  the  contractor’s  part. 

(b)  Severance  [>ayments  are  divided 
into  two  categories  as  follows: 

(1)  'Those  due  to  normal,  recurring 
turnover.  The  actual  costs  of  such  pay¬ 
ments  shall  be  regarded  as  expense 
applicable  to  the  current  fiscal  year  and 
equitably  apportioned  to  the  contractor’s 
activities  during  that  period.  Accruals 
of  such  normal  severance  pay  will  be 
acceptable  in  lieu  of  actual  severance 
pay  if  the  accruals  are  reasonable  in  the 
light  of  payments  actually  made  due  to 
normal  severance  over  a  representative 
past  period. 

(2)  Those  due  to  abnormal  or  mass 
terminations  resulting  from  abrupt 
cessation  of  substantial  work  and  in¬ 
ability  of  remaining  work  to  affor(!l  con¬ 
tinuing  employment  at  the  same  level. 
The  actual  costs  of  such  severance  pay¬ 
ments  shall  be  regarded  as  expense  ap¬ 
plicable  to  the  approximate  average  of 
the  entire  periods  of  employment  of  the 
terminated  employees  and  equitably 
apportioned  to  the  contractor’s  activities 
during  such  average  period.  (Accruals  of 
such  abnormal  or  mass  severance  pay  are 


not  allowable  in  view  of  its  conjectural 
nature.) 

(c)  It  will  usually  be  acceptable  to  ap¬ 
portion  severance  payments  on  the  basis 
of  the  ratio  of  total  severance  payments 
to  a  suitable  base  for  the  period  estab¬ 
lished  pursuant  to  paragraph  (b)  (1)  or 
(2)  of  this  section,  such  as  payrolls  of  all 
employees,  direct  salaries  and  wages,  etc 
The  rate  so  determined  shall  be  applied 
to  the  corresponding  element  of  cost  on 
the  individual  contracts.  The  rate  should 
be  determined  on  the  basis  of  the  opera¬ 
tions  of  individual  activities  or  other  or¬ 
ganizational  units,  such  as  departments, 
where  such  separate  computations  effect 
more  accurate  and  equitable  results. 
Severance  pay  should  ordinarily  not  be 
considered  as  directly  applicable  to  any 
particular  contract  or  contracts.  The 
foregoing  applies  to  cost-type  supply  and 
research  contracts  with  commercial 
organizations. 

(d)  Subject  to  paragraph  (a)  of  this 
section,  the  following  standards  apply  in 
determining  allowability  of  costs  for 
severance  pay  plans  of  operating 
contractors: 

(1)  Payments  should  be  made  only 
upon  involuntary  termination  by  reduc¬ 
tion  in  force  (RIF)  of  an  employee  which 
results  in  a  permanent  separation  from 
the  employment  of  the  contractor.  How¬ 
ever.  payments  may  also  be  made  upon 
voluntary  separation  of  an  employee 
within  a  RIP  grouping  but  not  otherwise 
scheduled  for  termination  which  thereby 
eliminates  the  need  for  terminating 
another  employee  involuntarily. 

(2)  Payments  should  not  be  provided 
for  in  the  event  of  (i)  temporary  layoffs, 
(ii)  employment  with  a  replacement  con¬ 
tractor  (employer)  where  continuity  of 
employment  with  credit  for  prior  length 
of  service  is  preserved  under  substan¬ 
tially  equal  conditions  of  employment, 
(lii)  early  or  normal  retirement,  or  (Iv) 
continued  employment  by  the  contractor 
at  another  facility,  subsidiary,  affiliate, 
or  parent  company  of  the  contractor. 

(e)  The  subject  of  severance  pay  with 
reference  to  educational  institutions  is 
discussed  in  PPR  1-15.309-36. 

§  9—15.5010—9  Preronirart  rotits. 

Precontract  costs  are  those  incurred 
prior  to  the  effective  date  of  the  contract 
directly  pursuant  to  the  negotiation  and 
in  anticipation  of  the  award  of  the  con¬ 
tract  where  such  incurrence  is  necessary 
to  comply  with  the  proposed  contract 
delivery  schedule.  Such  costs  are  allow¬ 
able  to  the  extent  that  they  would  have 
been  allowable  if  Incurred  after  the  date 
of  the  contract.  They  do  not  include  costs 
of  preparing  bids  or  of  participation  in 
the  negotiation.  The  allowability  of  pre¬ 
contract  costs  is  dependent  upon  appro¬ 
priate  coverage  in  the  contract. 

§  9— 15. .3010— 10  I'laiit  rrronvfr»io« 

f'OfllN. 

Plant  reconversion  costs  are  those  in¬ 
curred  in  the  restoration  or  rehabilita¬ 
tion  of  the  contractor’s  facilities  to  ap¬ 
proximately  the  same  condition  existing 
immediately  prior  to  the  commencement 
of  the  contract  work,  fair  wear  and  tear 
excepted. 
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§9-15.5010-11  Depreciation. 

<a)  Depreciation  is  allowable  subject 
to  the  following: 

(1)  The  charge  represents  normal  de¬ 
preciation  on  a  contractor’s  plant,  and 

equipment. 

(2)  The  charge  to  current  operations 
is  a  distribution  of  the  cost  of  acquisition 
of  a  tangible  capital  asset,  less  estimated 
residual  value,  over  the  estimated  useful 
life  of  the  asset  in  a  systematic  and 
logical  manner. 

(3)  Any  generally  accepted  account¬ 
ing  method  consistently  applied  to  the 
assets  concerned  having  the  approval  of 
the  Internal  Revenue  Service  for  Federal 
Income  tax  purposes,  if  subject  to  the 
Internal  Revenue  Code  of  1954,  as 
amended,  may  be  used  including; 

(i)  The  straight-line  method: 

(li)  The  declining  balance  method, 
using  a  rate  not  exceeding  twice  the  rate 
which  would  have  been  used  had  the  an¬ 
nual  allowance  been  computed  under  the 
method  described  in  subdivision  (i)  of 
thissubpararaph; 

(iii)  The  sum  of  the  years-diglts 
method; 

(iv)  Any  other  consistent  method  pro¬ 
ductive  of  an  annual  allowance  which, 
when  added  to  all  allowances  for  the  pe¬ 
riod  commencing  with  the  use  of  the 
property  and  including  the  current  year, 
does  not,  during  the  first  two-thirds  of 
the  useful  life  of  the  property,  exceed  the 
toUl  of  such  allowances  which  would 
have  been  used  had  such  allowances  been 
computed  under  the  method  described  in 
subdivision  (ii)  of  this  subparagraph. 

(4)  If  a  nonprofit  or  tax  exempt  or¬ 
ganization,  the  method  shall  be  such  that 
it  could  have  had  the  approval  of  the 
Internal  Revenue  Service  had  the  or¬ 
ganization  been  subject  to  the  Internal 
Revenue  Code  of  1954,  as  amended. 

(5)  The  contractor  must  use  the  same 
approved  method  of  depreciation  for 
coking  his  contract  work  as  for  costing 
his  other  work  at  the  same  facility. 

(6)  The  method  of  depreciation  shall 
produce  equitable  and  reasonable  results. 

(b)  Depreciation  of  the  following  is 
imallowable : 

(1)  Idle  or  excess  facilities  (machinery 
and  equipment)  other  than  reasonable 
standby  facilities; 

(2)  Assets  fully  amortized  or  depreci¬ 
ated  on  the  contractor’s  books; 

(3)  Unrealized  appreciation  of  values 
of  assets; 

(4)  Accelerated  amortization  imder 
Certificates  of  Necessity  or  other  system 
in  excess  of  normal  depreciation  as  com¬ 
puted  under  paragraph  (a)  of  this 
section. 

(O  In  entering  into  contracts  involv¬ 
ing  the  use  of  ‘‘special  facilities”  under 
section  161  of  the  Atomic  Energy  Act  of 
1954  as  amended  (section  7  of  Public 
Law  85-681  approved  Aug.  19,  1958) ,  the 
percentage  of  the  total  cost  of  such  spe¬ 
cial  facilities  devoted  to  contract  per¬ 
formance  and  chargeable  to  the 
Commission  should  not  exceed  the  ratio 
between  the  period  of  contract  deliveries 
the  anticipated  useful  life  of  such 
facUiUes. 


§  9—15.501(^-12  Research  and  develop¬ 
ment. 

(a)  AEC  does  not  accept  a  general  al¬ 
location  of  Independent  research  and 
development  costs.  Such  costs  are  con¬ 
sidered  unallowable  except  to  the  extent 
specifically  set  forth  in  the  contract.  Re¬ 
search  and  development  costs  may  be 
made  allowable  only  to  the  extent  to 
which  they  provide  a  direct  or  indirect 
benefit  to  the  contract  work. 

(b)  Independent  research  and  devel¬ 
opment  may  be  determined  to  be  of 
benefit  to  the  contract  work  when  It  is  in 
the  general  field  of  the  contract  work 
and  where  the  results  may  well  have 
some  future  bearing  on  the  contract 
work.  The  words  ‘‘direct  or  indirect 
benefit”  are  used  to  allow  some  flexibility 
and  to  permit  some  basic  research  in  the 
general  field  of  the  contract  work. 

(c)  The  determination  that  an  inde¬ 
pendent  research  and  development  proj¬ 
ect  is  of  benefit  to  the  contract  requires 
the  exercise  of  technical  judgment.  It  is 
not  sufficient  that  the  project  relate  to 
the  field  of  atomic  energy;  technical  staff 
must  find  that  it  Is  related  to  the  contract 
work.  Areas  of  interest  which  may  relate 
to  the  contract  work  include:  Techno¬ 
logical  methods  or  processes,  materials 
research,  work  in  the  same  technical 
field,  etc.  For  example,  independent  ma¬ 
terials  research  on  aluminum  alloy  prop¬ 
erties  might  be  related  to  the  contract 
work  if  a  contract  concerns  the  manu¬ 
facture  of  fuel  elements  using  aluminum 
alloy.  Beryllium  research,  on  the  other 
hand,  would  not  be  relevant  in  this  case. 
Such  research  might,  however,  relate  to 
other  AEC  contracts.  In  master  contracts 
or  in  contracts  where  several  tasks  are 
involved,  to  be  of  benefit  the  iiidependent 
research  and  development  project  must 
relate  to  one  or  more  of  the  tasks. 

(d)  A  technical  appraisal  of  each  of 
the  projects  included  in  the  contractor’s 
independent  research  and  development 
program  is  necessary  to  identify  any  that 
may  be  acceptable  under  the  above  prin¬ 
ciple  for  allocation  to  the  AEC  contract 
work.  In  addition  to  excluding  any  proj¬ 
ects  which  do  not  provide  a  direct  or 
indirect  benefit  to  the  AEC  contract 
work,  the  following  shall  also  be  ex¬ 
cluded:  (1)  Any  research  and  develop¬ 
ment  projects  primarily  of  a  promotional 
nature,  such  as  projects  directed  to¬ 
ward  the  development  of  new  business 
or  projects  connected  with  proposals  for 
new  business  (e.g.,  a  new  reactor  con¬ 
cept  the  contractor  wants  to  sell),  (2) 
any  studies  or  projects  which  are  in  fact 
undertaken  in  whole  or  in  part  for  other 
sources,  and  (3)  any  such  otherwise  ac¬ 
ceptable  project  which  duplicates  re¬ 


search  and  development  work  sponsored 
by  AEC.  The  cost  of  research  and  devel¬ 
opment  which  has  not  met  the  test  of 
benefit  to  the  contract  work  should  be 
excluded  from  any  distribution  or  allo¬ 
cation  of  overhead  to  the  contract. 

(e)  Where  technical  staff  of  proper 
skill  and  qualification  is  not  available  or 
the  questions  cannot  be  easily  resolved 
by  Field  Offices,  Headquarters  staff 
should  be  called  into  consultation. 

(f)  After  segregating  the  research 
and  development  which  has  been  de¬ 
termined  to  be  of  benefit  to  the  AEC  con¬ 
tract  work,  the  cost  thereof  shall  be  allo¬ 
cated  to  the  contract  work  using  the 
method  approved  by  AEC  for  the  dis¬ 
tribution  of  other  overhead  expenses. 

(g)  When  AEC  is  the  predominant 
customer,  special  consideration  must  be 
given  to  whether  the  independent  re¬ 
search  and  development  of  benefit  to  the 
contract  work  should  be  performed  as 
part  of  the  contract  work.  This  is  neces¬ 
sary  to  avoid  the  apportionment  to  the 
AEC  of  most,  if  not  all,  of  independent 
research  and  development  costs  over 
which  the  AEC  would  have  no  direct  con¬ 
trol.  Only  an  amount  which  is  reason¬ 
able  under  the  circumstances  should  be 
allowed.  Contracting  officers  may  find  it 
desirable  to: 

(1)  Specify  a  maximum  dollar  limi¬ 
tation  of  independent  research  and  de¬ 
velopment  costs,  an  allocable  portion  of 
which  will  be  accepted  by  AEC,  or  an 
allocable  share  of  a  percentage  of  the 
contractor’s  indep>endent  research  and 
development  program  which  will  be  ac¬ 
cepted  by  AEC. 

(2)  Obligate  the  contractor  to  give 
the  contracting  officer  advance  notice  of 
any  termination  of  an  accepted  project 
or  changes  which  require  the  contract¬ 
ing  officer’s  approval. 

(h)  Where  AEC  shares  in  the  cost  of 
an  Independent  research  and  develop¬ 
ment  ‘  project  of  a  contractor  or  subcon¬ 
tractor  and  its  share  of  the  cost  (prede¬ 
termined  or  actual)  bears  the  percentage 
relationship  indicated  below  to  the  total 
cost  for  such  project  during  the  contrac¬ 
tor’s  or  subcontractor’s  annual  account¬ 
ing  period,  the  following  rights  shall  be 
obtained  in  and  to  technical  data  and  in¬ 
ventions  or  discoveries  made  or  con¬ 
ceived  in  the  course  of  or  under  such 
project  during  the  contractor’s  or  sub¬ 
contractor’s  accounting  period: 


'The  term  "Independent  research  and  de¬ 
velopment”  means  either  research  or  de¬ 
velopment  or  both.  Because  of  the  Insignifi¬ 
cant  amount  Involved,  the  situation  covered 
by  $  9-15.5010-12(k)  does  not  Involve  a  con¬ 
tribution  to  a  contractor's  lndep>endent  re¬ 
search  and  development  project  within  the 
meaning  of  this  section. 


AK("s  Share 

Tr'chnlcftl  (lata  ai^iulrtyl 

I'atent  rights  acsiuired 

l.rs.s  tliaii  2U 
pweiit. 

20  iwroeiit  or 
inori'.  hut 

U\s8  (iian 

7ft  porcoiit. 

7ft  |it'ro«'i\(  or 
muro. 

Sumniiu'y  roiHirta,  to  the  extt'iit  rwiiu'etwl  by  .ft  Kt',  will  l>e  (uriiished 
oil  spi'clflc  Indepoiulent  nwaroh  and  ilevelopnu'iit  projects. 

Suimnary  rt>iK)rt.s  shall  lie  (urntsluHl  of  the  |<ertliient  IRAl'  project 
hullrutliiK  the  proRress  aiul  speclfytuK  whether  any  inveiitiuus  or 
(llscoverlw  were  made  or  conceived  durlug  the  tx'rtineut  accouiit- 
liiK  iterlod  and,  if  rtxi nested  hy  .^KC,  a  conu>lete  and  detalUxl 
technical  rejMirt  shall  also  l>e  furnished. 

All  technical  Information  and  data  on  IKvtli  projects  will  lie  fur¬ 
nished  .\KO  for  dissemination  and  use  as  .AK('  sees  lit,  hut  insofar 
as  such  technical  Information  and  data  disclose  patentable  subject 
matter,  the  same  will  not  lie  disseminated  until  laitwittng  action 
has  been  taken. 

None. 

None\clu.slve.  irrevocable, 
paid  U|>  license  to  .VKC 
lor  .\Kr  purtaises. 

Nonewlusive,  irrevocable, 
|iald-up  license  to  the 
(loverument  Air  all  pur- 
poeaw,  with  the  right  to 
grant  sub-licensee  K>r  all 
l>uri<ose«. 
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Upon  a  determination  of  the  percent¬ 
ages  as  hereinabove  provided,  the  appro¬ 
priate  patent  and  technical  data  provi¬ 
sion  shall  be  incorporated  in  the  con¬ 
tract  in  accordance  with  S  9-9.5019. 

(i)  Determination  of  the  percentage 
of  AEC’s  share  of  the  cost  of  a  contrac¬ 
tor’s  independent  R&D  project  shall  be 
made  on  the  basis  of  the  share  of  such 
cost  provided  by  all  AEG  contracts  and 
subcontracts  during  the  contractor’s  or 
subcontractor’s  annual  accounting 
period. 

(j)  ’The  field  ofiBce  with  the  predomi¬ 
nant  contract  interest  will  be  responsible 
for  determining  the  percentage  of  the 
total  support  provided  or  to  be  provided 
by  AEG  when  AEG  shares  in  the  costs 
of  an  Independent  research  and  develop¬ 
ment  project  and  for  including  the  ap¬ 
propriate  contract  provisions  required. 

(k)  When  the  cost  of  the  work  in¬ 
volved  in  s^egating  the  independent 
research  and  development  which  benefits 
the  contract  work  is  disproportionate  to 
the  amoimts  involved,  a  fiat  amount  not 
exceeding  either  (1)5  percent  of  the  con¬ 
tractor’s  total  estimated  cost  of  inde¬ 
pendent  research  and  development,  or 

(2)  5  percent  of  the  total  estimated  cost 
of  direct  labor  and  material  imder  the 
contract,  whichever  is  less,  may  be 
negotiated. 

(l)  The  costs  of  independent  research 
and  development,  whether  or  not  ac¬ 
cepted  as  allowable  cost,  shall  include  an 
amoimt  for  absorption  of  their  appro¬ 
priate  share  of  related  indirect  and  ad¬ 
ministrative  costs. 

(m)  As  in  any  overhead  determina¬ 
tion,  there  shall  be  proper  coordination 
among  field  ofiBces  (and  Headquarters, 
where  desirable)  in  determining  the 
amount  of  independent  research  and  de¬ 
velopment  which  is  allowable  where  more 
than  one  ofBce  has  a  contract  or  con¬ 
tracts  with  the  same  contractor.  Where 
the  amount  is  significant  and  more  than 
one  oflBce  is  involved,  the  guidance  of 
Headquarters  should  be  sought. 

(n)  Any  limitation  on  the  reimburse¬ 
ment  of  independent  research  and  de¬ 
velopment  is  not  to  be  used  to  justify 
an  increase  in  the  fee. 

§  9— 15.5010— 13  Ridding  expense  and 
costs  of  proposals. 

(a)  The  costs  of  preparing  bids  or  pro¬ 
posals  (successful  or  imsuccessful) , 
which  are  incurred  at  or  properly 
chargeable  to  the  division,  plant,  or  other 
principal  organizational  component  at 
which  the  contract  work  is  being  per¬ 
formed.  will  be  allowable  if  the  subject 
matter  of  the  bids  and  proposals  is  ap¬ 
plicable  to  the  AEG  pro^am.  The  sub¬ 
ject  matter  is  assiuned  to  be  applicable 
to  the  AEG  program  if  the  bid  or  pro¬ 
posal  is  made  either  (1)  to  the  AEG  or  to 
an  AEG  contractor  for  work  to  be  per¬ 
formed  imder  an  AEG  contract,  or  (2) 
to  others  for  the  performance  of  work 
determined  by  the  contracting  oflBcer  to 
be  of  benefit  to  the  AEG  program. 

(b)  ’The  costs  of  preparing  bids  or  pro¬ 
posals  shall  be  allocated  only  as  indirect 
costs.  Bidding  costs  of  the  current  ac¬ 
counting  period  of  both  successful  and 
unsuccessful  bids  and  prpposals  normally 


will  be  treated  as  allowable  indirect  costs, 
in  which  event  no  bidding  costs  of  past 
accounting  periods  shall  be  allowable  in 
the  current  period  to  the  AEG  contract. 

(c)  The  costs  of  preparing  bids  or  pro¬ 
posals  shall  include  an  amount  for  ab¬ 
sorption  of  their  appropriate  share  of 
related  indirect  and  administrative  costs. 

(d)  The  share  of  bidding  expenses  and 
costs  of  proposals  shall  not  exceed  1  per¬ 
cent  of  the  direct  material  (exclusive  of 
capital  equipment)  and  the  direct  labor 
costs  of  the  contract  work.  The  expense 
ipools  should  exclude  negotiating  and 
promotional  expense,  expense  properly 
allocable  to  research  and  development, 
and  the  expense  of  salesmen,  representa¬ 
tives,  or  agents  who  do  not  provide  tech¬ 
nical  services  in  connection  with  the  bid 
or  proposal.  When  the  specific  expense 
of  bids  and  proposals  allocable  to  the 
AEG  program  cannot  readily  be  deter¬ 
mined,  a  statistical  proportion  of  the 
number  of  proposals  applicable  to  the 
AEG  program  to  the  total  number  of  pro¬ 
posals  may  be  used  unless  such  a  propor¬ 
tion  would  produce  unreasonable  results. 

§9—15.5010—14  Compensation  for  per¬ 
sonal  ser^’iccs. 

(a)  Definition.  Gompensation  for  per¬ 
sonal  ser^ces  includes  all  remuneration 
paid  currently  or  accrued,  in  whatever 
form  and  whether  paid  immediately  or 
deferred,  for  services  rendered  by  em¬ 
ployees  of  the  contractor  during  the 
period  of  contract  performance.  It  in¬ 
cludes,  but  is  not  limited  to,  salaries, 
wages,  directors’  and  executive  commit¬ 
tee  members’  fees,  bonuses  (including 
stock  bonuses),  incentive  awards,  em¬ 
ployee  stock  options,  employee  insurance, 
fringe  benefits,  and  contributions  to  pen¬ 
sion,  annuity,  and  management  employee 
incentive  compensation  plans. 

(b)  Allowability.  Except  as  otherwise 
specifically  provided  in  this  §  9-15.5010- 
14,  costs  of  compensation  for  personal 
services  are  to  be  treated  as  allowable 
to  the  extent  that: 

(1)  Gompensation  is  paid  in  accord¬ 
ance  with  policies,  programs,  and  proce¬ 
dures  that  effectively  relate  individual 
compensation  to  the  individual’s  con¬ 
tribution  to  the  performance  of  contract 
work,  result  in  internally  consistent 
treatment  of  employees  in  like  situations, 
and  effectively  relate  compensation  paid 
within  the  organization  to  that  paid  for 
similar  services  outside  the  organization: 

(2)  Total  compensation  of  individual 
employees  is  reasonable  for  the  services 
rendered:  and 

(3)  Gosts  are  not  in  excess  of  those 
costs  which  are  allowable  by  the  In¬ 
ternal  Revenue  Gode  and  regulations 
thereunder. 

(c)  Reasonableness.  Gompensation  is 
reasonable  to  the  extent  that  the  total 
amount  paid  or  accrued  is  comparable  to 
compensation  paid  for  similar  Work  in 
the  private  competitive  economy  in  the 
labor  market  in  which  the  contractor 
competes.  ’The  application  of  this  basic 
standard  of  reasonableness  may  vary 
according  to  the  contract  situation. 

(1)  When  the  contractor  is  substan¬ 
tially  engaged  in  private  competitive 
business,  compensation  paid  employees 


on  private  work  will  usually  be  aa  ac- 
ceptable  standard  of  comparison  lor 
evaluating  the  reasonableness  of  com- 
pensation  paid  employees  performini 
similar  work  under  AEG  contracts 
vided  that  sufficient  information  is  avail! 
able  to  the  AEG  to  permit  a  determlna! 
tion  that  compensation  is,  in  fact 
consistent. 

(2)  In  other  contract  situations,  in- 
formation  on  compensation  paid  else¬ 
where  in  the  labor  market(s)  for  similar 
work,  usually  as  measured  by  compensa¬ 
tion  surveys  found  acceptable  by  the 
AEG,  will  be  the  standard  of  compari^ 
for  evaluating  the  reasonableness  of 
compensation  paid  employees  engaged  in 
work  under  AEG  contracts. 

(3)  ’The  standard  of  comparison  (le 
subparagraph  (1)  or  (2)  of  this  para! 
graph)  for  a  particular  contract  situa¬ 
tion  is  determined  by  the  contracting 
officer  after  consideration  of  such  factors 
as  the  extent  and  nature  of  the  organiza¬ 
tion’s  private  competitive  business:  ex¬ 
tent  to  which  contract  work  would  be 
physically  and  organizationally  inte¬ 
grated  with  private  work:  and  the  con- 
tractor’s  systems  for  determining,  evalu¬ 
ating,  and  controlling  compensation 
levels. 

(4)  It  is  AEG  policy  that  contractors 
justify  the  reasonableness  of  proposed 
compensation  costs  and  provide  to  the 
contracting  officer  any  supporting  in¬ 
formation  he  deems  necessary  to  his 
evaluation  of  reasonableness. 

(d)  Review  and  approval  of  compen¬ 
sation  paid  individual  employees.  In 
determining  the  reasonableness  of  com¬ 
pensation,  the  compensation  of  each 
Individual  contractor  employee  normally 
need  not  be  subjected  to  review  and  ap¬ 
proval.  Generally,  the  compensation  paid 
individual  employees  should  be  left  to  tiie 
judgment  of  contractors  subject  to  the 
limitations  of  AEG-approved  compensa¬ 
tion  policies,  programs,  classification  sys¬ 
tems,  and  schedules,  and  amounts  of 
money  authorized  for  wage  and  salary 
increases  for  groups  of  employees.  How¬ 
ever,  all  cases  of  individual  total  com¬ 
pensation  of  $25,000  or  more  shall  require 
review  and  approval  on  an  individual 
basis.  In  addition,  it  will  often  be  neces¬ 
sary  that  employee  compensation  be 
subjected  to  review  and  approval  on  an 
individual  basis  at  a  level  below  $25,000 
when  the  contracting  officer  finds  it  ap¬ 
propriate  for  the  particular  situation. 
The  contract  shall  specifically  provide 
for  the  approval  by  the  contracting  ofB- 
cer  of  the  cost  of  compensating  an  indi¬ 
vidual  contractor  employee  above  the 
level-determined  by  the  contracting  offi¬ 
cer  (or  $25,000)  if  a  total  of  50  percent 
or  more  of  such  compensation  is  reim¬ 
bursed  under  AEG  cost-type  contracts. 
For  purposes  of  determining  the  level  for 
individual  review  and  approval,  total 
compensation  as  used  in  this  paragraph 
includes  only  the  employee’s  base  salary 
and  bonus  or  incentive  compensation.  A* 
in  the  case  of  other  personnel  and  cwn- 
pensation  costs,  it  is  intended  that  con¬ 
tracting  officer  review  and  approval  of 
individual  compensation  normally  wlD 
be  prior  to  incurrence  of  costs. 
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(e)  Special  considerations  in  deter¬ 
mining  allowability.  Certain  conditions 
squire  special  consideration  and  pos¬ 
sible  limitation  as  to  allowability  for 
contract  cost  purposes  where  amounts 
appear  excessive.  Among  such  conditions 
are  the  following; 

(1)  Compensation  to  owners  of  closely 
held  corporations,  partners,  sole  pro¬ 
prietors,  or  members  of  the  immediate 
families  thereof,  or  to  persons  who  are 
contractually  committed  to  acquire  a 
substantial  financial-,  interest  in  the 
contractor’s  enterprise.  Determination 
should  be  made  that  such  compensation 
is  reasonable  for  the  actual  personal 
services  rendered  rather  than  a  distribu¬ 
tion  of  profits. 

(2)  Any  change  in  a  contractor’s 
compensation  policy  resulting  in  a  sub¬ 
stantial  increase  in  the  contractor’s  level 
of  condensation,  particularly  when  it  is 
concurrent  with  an  increase  in  the  ratio 
of  Government  contracts  to  other  busi¬ 
ness,  or  any  change  in  the  treatment  of 
allowability  of  specific  types  of  com¬ 
pensation  due  to  changes  in  Government 
p^cy. 

(3)  Compensation'  in  lieu  of  salary  for 
services  rendered  by  partners  and  sole 
proprietors  will  be  allowed  to  the  extent 
that  it  is  reasonable  and  dots  not  con¬ 
stitute  a  distribution  of  profits. 

(f)  Limitations  on  certain  forms  of 
compensation.  In  addition  to  the  general 
requirements  in  paragraphs  (a)  through 
(e)  of  this  section,  certain  forms  of 
compensation  are  subject  to  further  re¬ 
quirements  as  specified  in  paragraphs 

(g)  through  (o)  of  this  section. 

(g)  Salaries  and  wages.  Salaries  and 

wages  for  current  services  include  gross 
compensation  paid  to  employees  in  the 
form  of  cash,  products,  or  services,  and 
are  to  be  treated  as  allowable.  However, 
premiums  for  overtime  in  excess  of  statu¬ 
tory  requirements,  extra-pay  shifts,  and 
mititishift  work  are  to  be. treated  as  al¬ 
lowable  to  the  extent  approved  by  the 
contracting  officer.  ■- 

(h)  Bonuses  and  incentive  compensa¬ 
tion.  Incentive  compensation  and  cash 
bonuses  based  on  production,  cost  reduc¬ 
tion  or  efficient  performance ;  suggestion 
awards;  and  safety  awards  are  to  be 
treated  as  allowable  to  the  extent  that 
the  contractor’s  overall  compensation 
plan  is  determined  to  be  reasonable  and 
such  costs  are  paid  or  accrued  pursuant 
to  an  agreement  entered  into  in  good 
faith  between  the  contractor  and  the  em¬ 
ployees  before  the  services  were  ren¬ 
dered,  or  pursuant  to  an  established  plan 
followed  by  the  contractor  so  consist¬ 
ently  as  to  imply,  in  effect,  an  agreement 
to  make  such  payment  (but  see  §  9- 
15.5006) .  In  determining  reasonableness, 
it  will  be  necessary  to  take  into  account 
not  only  bonuses  and  incentive  compen¬ 
sation  payments  charged  directly  to  the 
contract  but  also  payments  charged  in- 
^drectly  to  the  contract  through  over¬ 
head.  Bonuses,  awards,  and  incentive 
wmpensation,  when  any  of  them  are  de¬ 
ferred,  are  to  be  treated  as  allowable  to 
the  extent  provided  in  paragraph  (k)  of 
mis  section. 


(1)  Bonuses  and  incentive  compensa¬ 
tion  paid  to  employees,  other  than  those 
whose  pay  is  direcUy  reimbursed  will  not 
be  made  allowable  in  onsite  construction, 
architect-engineer,  and  operating  con¬ 
tracts  where  home  office  general  and 
administrative  expense  is  unallowable. 

(2)  Employer  contributions  to  incen¬ 
tive  compensation  plans  for  the  purpose 
of  establishing  a  reserve  for  the  payment 
of  incentive  compensation  for  services 
performed  in  the  future  are  unallowable. 

(i)  Bonuses  and  incentive  compensa¬ 
tion  paid  in  stock.  Costs  of  bonuses  and 
incentive  compensation  paid  in  the  stock 
of  the  contractor  or  of  an  affiliate  are 
to  be  treated  as  allowable  to  the  extent 
set  forth  in  paragraph  (h)  of  this  section 
(including  the  incorporation  of  the  prin¬ 
ciples  of  paragraph  (k)  of  this  section 
for  deferred  bonuses  and  incentive  com¬ 
pensation),  subject  to  the  following 
additional  requirements: 

(1)  Valuation  placed  on  the  stock 
transferred  shall  be  the  fair  market  value 
at  the  time  of  transfer,  determined  upon 
the  most  objective  basis  available ;  and 

(2)  Accruals  for  the  cost  of  stock  prior 
to  the  issuance  of  such  stock  to  the  em¬ 
ployees  shall  be  subject  to  adjustment 
according  to  the  possibilities  that  the 
employees  will  not  receive  such  stock  and 
their  interest  in  the  accruals  will  be 
forfeited. 

Such  costs  otherwise  allowable  are  to  be 
made  subject  to  adjustment  according  to 
the  principles  set  forth  in  paragraph  (k) 
(3)  of  this  section.  (But  see  §  9-15.5006.) 

(j)  Stock  options.  The  cost  of  options 
to  employees  to  purchase  stock  of  the 
contractor  or  of  an  affiliate  is  to  be  made 
unallowable. 

(k)  Deferred  compensation.  (1)  As 
used  herein,  deferred  compensation  in¬ 
cludes  all  remuneration,  in  whatever 
form,  for  which  the  employee  is  not  paid 
until  after  the  lapse  of  a  stated  period 
of  years  or  the  occurrence  of  other  events 
as  provided  in  the  plans,  except  that  it 
does  not  include  normal  end  of  account¬ 
ing  period  accruals.  It  includes  (i)  con¬ 
tributions  to  pension,  annuity,  stock 
bonuses,  and  profit-sharing  plans,  (ii) 
contributions  to  disability,  withdrawal, 
insurance,  survivorship,  and  similar  ben¬ 
efit  plans,  and  (ill)  other  deferred  com¬ 
pensation,  whether  paid  in  cash  or  in 
stock. 

(2)  Deferred  compensation  is  to  be 
treated  as  allowable  to  the  extent  that 
(i)  except  for  past  service  pension  and 
retirements  costs,  it  is  for  services  ren¬ 
dered  during  the  contract  period:  (li)  it 
represents,  together  with  all  other  com¬ 
pensation,  a  reasonable  overall  compen¬ 
sation  plan;  (iii)  it  is  paid  pursuant  to 
an  agreement  entered  into  in  good  faith 
between  the  contractor  and  employees 
before  the  services  are  rendered,  or  pur¬ 
suant  to  an  established  plan  followed  by 
the  contractor  so  consistently  as  to  imply, 
in  effect,  an  agreement  to  make  such 
payments:  and  (iv)  for  a  plan  which  is 
subject  to  approval  by  the  Internal  Rev¬ 
enue  Service,  it  falls  within  the  criteria 
and  standards  of  the  Internal  Revenue 
Code  and  the  regulations  of  the  Internal 
Revenue  Service.  (But  see  !  9-15.5006.) 


( 3 )  For  determining  the  allowable  cost 
of  deferred  compensation,  contractual 
provision  shall  be  made  for  appropriate 
adjustments  for  credits  or  gains,  in¬ 
cluding  those  arising  out  of  both  normal 
and  abnormal  employee  turnover,  or  any 
other  contingencies  that  can  result  in  a 
forfeiture  by  employees  of  such  deferred 
compensation.  Adjustments  shall  be 
made  only  for  forfeitures  which  directly 
or  indirectly  inure  to  the  benefit  of  the 
contractor;  forfeitures  which  inure  to 
the  benefit  of  other  employees  covered 
by  a  deferred  compensation  plan  with  no 
reduction  in  the  contractor’s  costs  will 
not  normally  give  rise  to  adjustment  in 
contract  costs.  Adjustments  for  normal 
employee  turnover  shall  be  based  on  the 
contractor’s  experience  and  on  foresee¬ 
able  prospects,  and  shall  be  reflected  in 
the  amount  of  cost  currently  allowable. 
Such  adjustments  will  be  unnecessary  to 
the  extent  that  the  contractor  can 
demonstrate  that  his  contributions  take 
into  account  normal  forfeitures.  Adjust¬ 
ments  for  possible  future  abnormal  for¬ 
feitures  shall  be  effected  according  to  the 
following  rules; 

(i)  Abnormal  forfeitures  that  are 
foreseeable  and  which  can  be  currently 
evaluated  with  reasonable  accuracy,  by 
actuarial  or  other  sound  computation, 
shall  be  reflected  by  an  adjustment  of 
current  costs  otherwise  allowable;  and 

(ii)  Abnormal  forfeitures,  not  within 
subdivision  (i)  of  this  subparagraph  may 
be  made  the  subject  of  agreement  be¬ 
tween  the  Government  and  the  contrac¬ 
tor  either  as  to  an  equitable  adjustment 
or  a  method  of  determining  such 
adjustment. 

(4)  In  determining  whether  deferred 
compensation  is  for  services  rendered 
during  the  contract  period  or  is  for  fu¬ 
ture  services,  consideration  shall  be  given 
to  conditions  imposed  upon  eventual  pay¬ 
ment,  such  as,  requirements  of  continued 
employment,  consultation  after  retire¬ 
ment,  and  covenants  not  to  compete. 

(1)  Fringe  benefits.  Fringe  benefits  are 
allowances  and  services  provided  by  the 
contractor  to  his  employees  as  com¬ 
pensation  in  addition  to  regular  wages 
and  salaries.  Subject  to  the  determina¬ 
tion  that  total  compensation  is  reason¬ 
able  (see  §  9-15.5010-14(c) ) ,  costs  of 
fringe  benefits  such  as  pay  for  vacations, 
holidays,  sick  leave,  military  leave,  em¬ 
ployee  insurance,  pension,  and  retirement 
plans,  and  supplemental  unemployment 
benefit  plans  are  to  be  treated  as  allow¬ 
able,  provided  such  fringe  benefits  meet 
the  following  conditions: 

( 1 )  The  benefits  contribute  to  the  per¬ 
formance  of  contract  work  and  are  ap¬ 
propriate  for  reimbursement  from  public 
funds: 

(2)  Such  benefit  plans  as  exist  in  the 
contractor’s  private  operations  that  are 
inconsistent  with  AEG  published  require¬ 
ments  are  appropriately  modified  or 
disallowed: 

(3)  Employee  benefit  plans  especially 
established  to  meet  the  particular  needs 
of  the  contract  are  in  conformity  with 
published  AEG  policy  and  standards  ; 

(4)  Appropriate  controls  under  the 
contract  are  established  to  assure  that 
employees  on  contract  work  are  treated 
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no  more  or  no  less  favorably  than  em¬ 
ployees  In  the  contractor’s  private  opera¬ 
tion  except  to  the  extent  that  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph 
apply; 

(5)  To  the  fullest  extent  possible, 
definite  limitations  or  terminal  points 
are  established  for  each  of  the  various 
benefit  plans,  so  that  AEC’s  full  liabUity 
with  respect  thereto  is  established  imder 
the  contract;  and 

(6)  AEC  has  access  to  all  information 
necessary  to  complete  understanding  of 
the  means  of  computing  or  determining 
the  extent  of  the  benefits  afforded  under 
the  various  benefit  plans. 

(m)  Severance  pay.  See  §  9-15.5010-8. 

(n)  Training  and  education  expenses. 
See  55  9-7.5006-9,  9-7.5006-10,  and  9-7. 
5006-12  (d)(8)(v). 

(o)  Location  allowances.  See  FPR 
1-12.105. 

§9—15.5010—15  Air  travel. 

k 

It  is  the  ix)licy  of  the  AEC  to  require 
the  use  of  less  than  first-class  air  ac¬ 
commodations  for  all  cost-reimbursed 
travel,  except  when  less  than  first-class 
accommodations  are  not  reasonably 
available  to  meet  necessary  mission  re¬ 
quirements.  For  example,  less  than  first- 
class  accommodations  are  considered  not 
reasonably  available  where  less  than 
first-class  accommodations  would: 

(a)  Require  circuitous  routing, 

(b)  Require  travel  during  unreason¬ 
able  hours, 

(c)  Greatly  increase  the  duration  of 
the  fiight, 

(d)  Result  in  additional  costs  which 
would  offset  the  transix>rtation  savings, 

(e)  Offer  accommodations  which  are 
not  reasonably  adequate  for  the  medical 
needs  of  the  traveler. 

The  difference  in  cost  between  first- 
class  air  accommodations  and  less  than 
first-class  accommodations  is  an  \m- 
allowable  cost  except  as  provided  for  in 
this  section. 

§  9—15.5010—16  Page  charges  in  scien¬ 
tific  journals. 

It  is  a  policy  of  the  AEC  to  permit  AEC 
contractors  to  budget  for  and  pay  page 
charges  for  scientific  journal  publica¬ 
tion  as  a  necessary  part  of  research  costs, 
in  all  cases  where: 

(a)  The  research  papers  report  work 
supported  by  the  Government. 

(b)  The  charges  are  levied  impartially 
on  all  research  papers  published  by  the 
journal,  w’hether  by  non-Govemment  or 
by  Government  authors. 

(c)  Payment  of  such  charges  is  in  no 
sense  a  condition  for  acceptance  of  man¬ 
uscripts  by  the  journal. 

(d)  The  journals  involved  are  not  op¬ 
erated  for  profit. 

(e)  The  author  does  not  receive  an 
emolument  from  the  journal  for  the  re¬ 
search  paper. 

§  9—15.5010—17  .Special  funds  in  the 
construction  induatry. 

Costs  of  special  “funds,”  financed  by 
employer  contributimis,  in  the  construc¬ 
tion  industry  for  such  purposes  as  meth¬ 
ods  and  materials  research,  public  and 
Industry  relations,  market  devdopment. 


disaster  relief,  etc.,  are  unallowable  ex¬ 
cept  as  specifically  provided  in  the  con¬ 
tract. 

§9-15.5010-18  Employee  morale, 
health,  welfare,  and  food  service  and 
dormitory  costs. 

(a)  Employee  morale,  health,  and 
welfare  activities  are  those  services  or 
benefits  provided  by  the  contractor  to 
its  employees  to  improve  working  condi¬ 
tions,  employer-employee  relations,  em¬ 
ployee  morale,  and  employee  perform¬ 
ance.  These  activities  include  such  items 
as  house  or  employee  publications,  health 
or  first-aid  clinics,  recreation,  employee 
counseling  services  and,  for  the  pur¬ 
pose  of  this  section,  food  service  and  dor¬ 
mitory  costs.  However,  these  activities 
do  not  include  and  should  be  differen¬ 
tiated  from  compensation  for  personal 
services  as  defined  in  §  9-15.5010-14. 
Food  and  dormitory  services  include  op¬ 
erating  or  furnishing  facilities  for  cafe¬ 
terias,  dining  rooms,  canteens,  lunch 
wagons,  vending  machines,  living  accom¬ 
modations,  or  similar  types  of  services 
for  the  contractor’s  employees  at  or  near 
the  contractor’s  facilities  or  site  of  the 
contract  work. 

(b)  Except  as  limited  by  paragraph 
(c)  of  this  section,  the  aggregate  of  costs 
incurred  on  account  of  all  activities 
mentioned  in  paragraph  (a)  of  this  sec¬ 
tion,  less  income  generated  by  all  such 
activities  is  allowable  to  the  extent  that 
the  net  aggregate  cost  of  all  such  activi¬ 
ties  as  well  as  the  net  cost  of  each  individ¬ 
ual  activity  is  reasonable  and  allocable 
to  the  contract  work.  Additionally, 
advance  understandings  with  respect  to 
the  costs  mentioned  in  paragraph  (a)  of 
this  section  are  to  be  reached  prior  to  the 
incurrence  of  these  costs  as  required  in 
5  9-15.5006. 

(c)  Losses  from  the  operation  of  food 
and  dormitory  services  may  be  included 
as  costs  incurred  imder  paragraph  (b) 
of  this  section,  only  if  the  contractor’s 
objective  is  to  operate  such  services  at 
least  on  a  break-even  basis.  Losses  sus¬ 
tained  because  food  services  or  lodging 
accommodations  are  furnished  without 
charge  or  at  prices  or  rates  which  obvi¬ 
ously  would  not  be  conducive  to  accom¬ 
plishment  of  the  above  objective,  are 
not  allowable  except  in  those  instances 
where  the  contractor  can  demonstrate 
that  imusual  circumstances  exist,  such 
that,  even  with  efiBcient  management, 
operation  of  the  services  on  a  break-even 
basis  would  require  charging  inordinately 
high  prices,  or  prices  or  rates  higher 
than  those  charged  by  commercial  estab¬ 
lishments  offering  the  same  services  in 
the  same  geographical  areas.  Typical 
examples  of  such  unusual  circumstances 
are:  (1)  Where  the  contractor  must  pro¬ 
vide  food  or  dormitory  services  at  remote 
locations  where  adequate  commercial 
facilities  are  not  reasonably  available, 
or  (2)  where  it  is  necessary  to  operate  a 
facility  at  a  lower  volume  them  the  facil¬ 
ity  could  economically  support.  Cost  of 
food  and  dormitory  services  shall  include 
em  allocable  share  of  indirect  expenses 
pertaining  to  these  activities. 

(d)  In  those  situations  where  the  con¬ 
tractor  has  an  arrangement  authorizing 


an  employee  association  to  provide  or 
operate  a  service  such  as  vending  nm. 
chines  in  the  contractor’s  plant,  and  re¬ 
tain  the  profits  derived  therefrom,  such 
profits  shall  be  treated  in  the  same  man¬ 
ner  as  if  the  contractor  were  providing 
the  service  (but  see  par.  (e)  of  this  sec¬ 
tion)  . 

(e)  Contributions  by  the  contractor  to 

an  employee  organization,  including 
funds  set  over  from  vending  machine^ 
ceipts  or  similar  sources,  may  be  included 
as  cost  incurred  under  paragraph  (b)  of 
this  section  only  to  the  extent  that  the 
contractor  demonstrates  that  an  equiva¬ 
lent  amount  of  the  costs  incurred  by 
the  employee  organization  would  be 
allowable  if  incurred  by  the  contractor 
directly. 

§  9—15.5010—19  Procurements  or  Iraiu. 
fers  from  contractor-controlled 
sources  by  certain  cost-type  contrac. 
tors  (See  §  9— 59.(M)6(b)). 

Allowance  for  all  equipment,  materials, 
supplies,  and  services  which  are  sold  or 
transferred  between  any  division,  sub¬ 
sidiary,  or  affiliate  of  the  contractor 
under  a  common  control  shall  be  on  the 
basis  of  cost  incurred  in  accordance  with 
the  terms  of  the  contract,  except  that 
when  it  is  the  established  practice  of  the 
transferring  organization  to  price  inter¬ 
organization  transfers  of  equipment, 
materials,  supplies,  and  services  at  other 
than  cost  for  commercial  work  of  the 
contractor  or  any  division,  subsidiary,  or 
affiliate  of  the  contractor  under  a  com¬ 
mon  control,  allowance  may  be  at  a  price 
when: 

(a)  It  is  or  is  based  on  an  “established 
catalog  or  market  price  of  commercial 
items  sold  in  substantial  quantities  to  the 
general  public”  in  accordance  with  FPR 
l-3.807-l(b)(2);  or 

(b)  It  is  the  result  of  “adequate  price 
competition”  in  accordance  with  FPR 
1-3.807-1  (b)(1)  (i)  and  (ii) ,  and  is  the 
price  at  which  an  award  was  made  to 
the  affiliated  organization  after  obtain¬ 
ing  quotations  on  an  equal  basis  from 
such  organization  and  one  or  more  out¬ 
side  sources  which  normally  produce  the 
item  or  its  equivalent  in  significant  quan¬ 
tity:  Provided,  ’That  in  either  case: 

(1)  The  price  is  not  in  excess  of  the 
transferor’s  current  sales  price  to  his 
most  favored  customer  (including  any 
division,  subsidiary,  or  affiliate  of  the 
contractor  imder  a  common  control)  for 
a  like  quantity  under  comparable  con¬ 
ditions,  and 

(2)  The  price  is  not  determined  to  be 
unreasonable  by  the  contracting  officer: 
Provided,  however.  That  if  the  price  is 
determined  imreasonable,  such  determi¬ 
nation  must  be  supported  by  an  enumer¬ 
ation  of  facts  on  which  it  is  based  and 
approved  at  a  level  above  the  contracting 
officer. 

The  price  determined  in  accordance  with 
paragraph  (a)  of  this  section  should  be 
adjusted,  when  appropriate,  to  reflect  the 
quantities  being  procured  and  may  bt 
adjusted  upward  or  downward  to  re¬ 
flect  the  actual  cost  of  any  modifl- 
catlons  necessary  because  of  contract 
requirements. 
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g  9_15.5010-20  Relocation  costs. 

(a)  Relocation  costs,  for  the  purpose 
of  this  Subpart  9-15.50,  are  costs  Incident 
to  the  permanent  change  of  duty  assign¬ 
ment  of  an  existing  employee  for  a  period 
of  no  less  than  12  months  or  upon  re¬ 
cruitment  of  a  new  employee. 

(b)  Relocation  costs  may  include,  but 
are  not  limited  to,  the  type  of  costs 

covered  in  paragraphs  (c)  and  (d)  of  this 
section  and  are  allowable  to  the  extent 
therein  set  forth:  Provided — 

(1)  The  move  is  for  the  benefit  of  the 

employer; 

(2)  Reimbursement  is  in  accordance 
with  an  established  policy  or  practice 
ccmsistently  followed  by  the  employer  in 
connection  with  his  private  operations, 
and  such  policy  or  practice  is  designed  to 
motivate  employees  to  relocate  promptly 
and  economically ; 

(3)  The  costs  are  not  otherwise  un¬ 
allowable  under  the  provisions  of  the 
contract  or  any  other  paragraph  of  this 
Subpart  9-15.50;  and, 

(4)  The  amounts  to  be  reimbursed 
shall  not  exceed  the  actual  (or  reasonably 
estimated)  expenses. 

(c)  Allowable  relocation  costs  include 
the  following  types  of  expenses: 

(1)  Travel  expenses,  including  costs  of 
transportation,  lodging,  subsistence,  and 
reasonable  incidental  expenses  of  the 
employee  and  members  of  his  immediate 
family  and  transportation  of  his  house¬ 
hold  and  personal  effects  to  the  new 
location; 

(2)  Expenses  incurred  incident  to  lo¬ 
cating  a  new  home,  such  as  advance  trips 
by  employees  and  spouses  to  locate  living 
quarters,  and  temporary  lodging  and 
subsistence; 

(i)  The  period  for  incurrence  of  costs 
of  the  type  covered  in  this  subparagraph 

(2)  shaU  be  kept  to  the  minimum  munber 
of  days  necessary  imder  the  circiun- 
stances  but  shall  not,  in  any  event 
exceed  a  cumulative  total  of  30  days 
Including  advance  trip  and  travel  time. 

(3)  Other  necessary  and  reasonable 
expenses  normally  incident  to  relocation, 
such  as  costs  of  canceling  an  unexpired 
lease,  disconnecting  and  reinstalling 
household  appliances,  and  purchase  of 
Insurance  against  damages  to  or  loss  of 
personal  property. 

(1)  Costs  of  canceling  an  unexplred 
lease  under  this  subparagraph  (3)  shall 
not  exceed  three  times  the  monthly 
rental, 

(d)  The  following  types  of  relocation 
expenses  are  allowable  but  the  combined 
total  of  costs  covered  in  subparagraphs 
(1)  and  (2)  of  this  paragraph  shall  not 
exceed  8  percent  of  the  sales  price  of  the 
property  sold: 

(1)  Closing  costs  (i.e.,  brokerage  fees, 
legal  fees,  appraisal  fees,  etc.)  incidfent 
to  the  sale  of  the  actual  residence  owned 
at  old  location  by  the  employee  when 
notified  of  the  transfer; 

Continuing  costs  of  ownership  of 
the  vacant  former  actual  residence  being 
sold,  such  as  maintenance  of  building 
*ud  grounds  (exclusive  of  fixlng-up  ex¬ 
penses),  utilities,  taxes,  property  insur¬ 
ance,  etc.,  after  settlement  date  or  lease 
^date  of  new  permanent  residence. 


(e)  Relocation  costs  incurred  incident 
to  recruitment  of  new  employees  are  sub¬ 
ject  to  this  §  9-15.5010-20  except  that 
expenses  of  the  type  covered  in  para¬ 
graphs  (c)(3)  and  (d)  (1)  and  (2)  of 
this  section  are  allowable  only  in  con¬ 
nection  with  the  relocation  of  existing 
employees  and  are  not  allowable  for 
newly  recruited  employees.  Where  relo¬ 
cation  costs  incurred  incident  to  recruit¬ 
ment  of  a  new  employee  have  been 
allowed  either  as  an  allowable  direct  or 
indirect  cost  and  the  newly  hired  em¬ 
ployee  resigns  for  reasons  within  his  con¬ 
trol  within  12  months  after  hire,  the 
contractor  shall  be  required  to  refund  or 
credit  such  relocation  costs  to  the 
Government. 

(f)  Relocation  costs  of  the  following 
types  are  unallowable  whether  incurred 
by  the  employee  or  by  the  employer: 

(1)  Loss  on  sale  of  home; 

(2)  Acquisition  of  a  home  in  a  new 
location  (i.e.,  brokerage  fees,  legal  fees, 
appraisal  fees,  etc.) ; 

(3)  Continuing  mortgage  principal 
and  interest  payments  on  residence  being 
sold; 

(4)  Payments  for  employee  income 
taxes  incident  to  reimbursed  relocation 
costs. 
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Subpart  9—16.1 — Forms  for  Advertised  Supply 
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9-16.100 

Scope  of  subpart. 

9-16.104-50 

AEC  additions  to  Standard 
Form  32,  General  Provisions 
(Supply  Contract)  (June 
1964  edition) . 

Subpart  9—16.3 — Purchase  and  Delivery  Order 
Forms 

9-16.300 

Scope  of  subpart. 

9-16.350 

Applicability. 

9-16.351 

AEC  Standard  Order  Form  103 
(February  1963)  Instruc¬ 
tions  for  Use. 

9-16.352 

1  Reserved] 

9-16.353 

Numbering  AEC  Standard  Or¬ 
der  Form  103. 

Subpart  9—1 6.4— Forms  for  Advertised 
Construction  Contracts 

9-16.400 

Scope  of  subpart. 

9-16.404 

Terms,  conditions,  and  pro¬ 
visions. 

9-16.404-50 

AEC  authorized  additions  to 
Standard  Form  19. 

9-16.404-51 

AEC  additions  to  Standard 
Form  20. 

9-16.404  52 

AEC  additions  to  Standard 
Form  23A.  General  I*rovl- 
slons  (Construction  Con¬ 
tract)  (June  1964  edition). 

Sec. 

9-16.5002 

9-16.5002-1 

9-16.5002-2 


9-16.5002-3 

9-16.5002-4 

9-16.5002-5 

9-16.5002-6  • 

9-16.5002-7 

9-16.5002-8 

9-16  5002-9 

9-16.5002-10 

9-16.5002-11 

9-16.5002-12 

9-16.5002-13 

9-16.5002-14 


Ck)ntract  outlines. 

Outline  of  a  negotiated  fixed* 
price  supply  contract. 

Outline  of  a  coet>pluB-a-fixed* 
fee-supply  contract  (per¬ 
formed  by  commercial  con¬ 
cerns  In  contractor’s  facili¬ 
ties)  . 

Outline  of  negotlated-fixed- 
price-constructlon  contract. 

Outline  of  a  cost-plus-a-fixed- 
fee-constructlon  contract. 

Outline  of  a  cost-plus-a-fixed- 
fee-archltect-englneer  con¬ 
tract. 

Outline  of  a  lump-sum  archi¬ 
tect-engineer  contract  (with 
cost  reimbursement  fea¬ 
tures)  . 

Outline  of  a  letter  contract. 

Outline  of  special  research 
support  agreement  with 
educational  Institutions. 

Outline  of  cost-type  contract 
for  research  and  develop¬ 
ment  with  educational  in¬ 
stitutions. 

Outline  of  a  change  order  for 
fixed-price  construction  con¬ 
tracts. 

Outline  of  a  supplemental 
agreement  for  fixed-price 
construction  contracts. 

Outline  of  agreement  for 
rental  contractor-owned 
construction  equipment. 

Outline  of  agreement  for 
rental  of  third  party-owned 
construction  equipment. 

Outline  of  inspection  report 
of  equipment. 


Authority:  The  provisions  of  this  Part 
9-16  issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat. 
948,  42  U.S.C.  2201;  sec.  205  of  the  Federal 
Property  and  Administrative  Services  Act  of 
1949,  as  amended,  63  Stat  390,  40  U.S.C.  486. 


§  9—16.000  Scope  of  part. 


This  part  implements  FPR  Part  1-16 
which  prescribes  the  standard  forms  for 
use  in  connection  with  the  procurement 
of  supplies,  nonpersonal  services,  and 
construction  and  supplements  FPR  Part 
1-16  by  prescribing  certain  AEC  addi¬ 
tions  to  the  standard  forms  which  are 
used  for  such  procurements  and  by 
setting  forth  AEC  contract  outlines  for 
various  categories  of  contracts. 

§  9—16.050  General  policy. 

It  is  the  policy  of  AEC  to  use  standard 
forms  prescribed  by  FPR  Part  1-16 
wherever  practicable.  Uniformity  in  form 
and  substance  tends  to  insure  impartial 
treatment  of  all  contractors,  expedites 
negotiation  and  contract  review,  and  fa¬ 
cilitates  contract  administration. 


§9—16.051  Applicability. 

This  part  and  FPR  I»art  1-16  are  ap¬ 
plicable  to  direct  procurements  of 
supplies,  nonpersonal  services,  and 
construction. 


Subpart  9—16.9 — Itluttrolion  of  Forms 

9-16.950  Scope  of  subpart. 

9-16.951  AEC  Forms. 

9-16.951-1  (AEC  103)  Order. 

9-16.951-2  (AEC  103a)  Purchase  Order 
Terms. 

Subpart  9—16.50 — Contract  Outlines 

9-16.5000  Scope  of  subpart. 

9-16.5001  Applicability. 


§  9—16.052  Deviations. 

Deviations  in  the  standard  forms  set 
forth  in  FPR  Part  1-16  shall  be  made 
only  in  accordance  with  FPR  1-1,009  and 
§  9-1.109.  Deviations  in  the  AEC  addi¬ 
tions  to  the  standard  forms  prescribed 
by  this  part  may  be  made  if  necessary  in 
individual  cases,  if  approved  by  Counsel. 
A  notation  of  the  reasons  for  deviating 
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from  the  AEC  additions  to  the  standard 
forms  shall  be  included  in  the  justifica¬ 
tion  in  support  of  the  contract.  Devia¬ 
tions  in  the  text  of  articles  may  be  made 
in  accordance  with  !§  9-1.109  and 
9-7.5003.  If  it  becomes  necessary  to 
deviate  as  a  matter  of  standard  practice 
from  the  AEC  additions  to  the  standard 
forms  prescribed  by  this  part  such 
changes  shall  be  reported  to  the  Director, 
Division  of  Contracts,  so  that  considera¬ 
tion  can  be  given  to  modification  of  the 
AEC  additions  to  the  standard  forms. 
The  AEC  contract  outlines  set  forth  in 
this  part  are  suggested  as  models  for 
certain  categories  of  contracts  with  a 
view  to  standardization,  to  the  extent 
practicable,  of  contracts  in  general  use. 

If  it  becomes  necessary  to  depart  as  a 
matter  of  standard  practice  from  these 
suggested  contract  outlines,  suggested 
revisions  shall  be  reported  to  the  Direc¬ 
tor,  Division  of  Contracts  in  order  that 
appropriate  changes  in  the  outlines  may 
be  made  from  time  to  time. 

Subpart  9-1 6.1 — Forms  for  Advertised 
Supply  Contracts 
§  9—16.100  Scope  of  8ubpart. 

This  subpart  prescribes  the  AEC  addi¬ 
tions  to  the  standard  forms  prescribed 
by  PPR  Subpart  1-16.1  for  use  in  procur¬ 
ing  supplies  by  formal  advertising. 

§  9—16.104—50  AEC  addition!^  to  Stand¬ 
ard  Form  32,  General  Provisions 
(Supply  Contract)  (June  1964  edi¬ 
tion). 

(a)  The  following  additional  articles 
and  provisions  shall  be  added  to  Stand¬ 
ard  Form  32 : 

23.  Alterations  and  additions. 

The  following  alterations  in  or  additions 
to  the  provisions  of  Standard  Form  32,  Gen¬ 
eral  Provisions,  of  this  contract  were  made 
prior  to  execution  of  the  contract  by  the 
parties: 

1.  Definitions. 

(i)  The  following  new  paragraph  (b)  is 
substituted  for  paragraph  (b)  of  this  clause: 

"(b)  The  term  ‘contracting  officer’  means 
the  person  executing  this  contract  on  behalf 
of  the  Government  and  includes  his  succes¬ 
sor  or  any  duly  authorized  representative 
of  any  such  person.” 

(il)  The  following  paragraph  (d)  is  added 
to  this  clause : 

“(d)  The  term  ‘Commission’  means  the 
United  States  Atomic  Energy  Commission  or 
any  duly  authorized  representative  thereof, 
including  the  Contracting  Officer  except  for 
the  purpose  of  deciding  an  appeal  under  the 
article  entitled  ‘Disputes’.’’ 

24.  Patent  Indemnity. 

The  Contractor  agrees  to  indemnify  the 
Government,  its  officers,  agents,  servants  and 
employees  against  liability  of  any  kind  (in¬ 
cluding  costs  and  expenses  incurred)  for  the 
use  of  any  invention  or  discovery  and  for 
the  infringement  of  any  Letters  Patent  (not 
including  liability,  arising  pursuant  to  sec¬ 
tion  183,  title  35  (1952,  United  States  Code, 
prior  to  the  issuance  of  Letters  Patent)  oc¬ 
curring  in  the  performance  of  this  contract 
or  arising  by  reason  of  the  use  or  disposal 
by  or  for  the  account  of  the  Government  of 
items  manufactured  or  supplied  under  this 
contract. 

25.  Reporting  of  Royalties. 

If  this  contract  is  in  an  amount  which 
exceeds  $10,000  and  if  any  royalty  pa3mient8 
are  directly  involved  in  the  contract  or  are 


reflected  in  the  contract  price  to  the  Gov¬ 
ernment,  the  contractor  agrees  to  report  in 
writing  to  the  Commission  (Assistant  Gen¬ 
eral  Counsel  for  Patents)  during  the  per¬ 
formance  of  this  contract  and  prior  to  its 
completion  or  final  settlement  the  amount 
of  any  royalties  or  other  payments  paid  or  to 
be  paid  by  it  directly  to  others  in  connection 
with  the  performance  of  this  contract  to¬ 
gether  with  the  names  and  addresses  of  li¬ 
censors  to  whom  such  payments  are  made 
and  either  the  patent  numbers  involved  or 
such  other  information  as  will  permit  iden¬ 
tification  of  the  patents  or  other  basis  on 
which  the  royalties  are  to  be  paid.  The  ap¬ 
proval  of  the  Commission  of  any  individual 
payments  or  royalties  shall  not  estop  the 
Government  at  any  time  from  contesting  the 
enforceability,  validity  or  scope  of,  or  title, 
to,  any  patent  under  which  a  royalty  or  pay¬ 
ments  are  made. 

26.  Renegotiation  (§9-7.5004-20). 

27.  Federal,  State,  and  local  taxes  (FPR 
1-11.401-1). 

Consistent  with  the  language  of  this  ar¬ 
ticle,  a  provision  may  be  added  on  advice 
of  Counsel  specifically  excluding  from  the 
contract  price  designated  State  and  local 
taxes.  Such  added  provision  will  not  be  re¬ 
garded  as  a  deviation. 

28.  Notice  of  labor  disputes  (1 9-7.5006- 
49). 

29.  Termination  for  the  convenience  of 
the  Government  (FPR  1-8.701  or  1-8.705-1, 
as  appropriate) . 

30.  Permits  (§  9-7.5006-48) . 

31.  Priorities,  allocations,  and  allotments 
(§  9-7.5006-52). 

(b)  Such  of  the  following  clauses  as 
are  appropiiate  shall  also  be  added  to 
Standard  Form  32  and  numbered  in  the 
proper  sequence; 

l.;Specal  clauses  not  inconsistent  include: 
(if)  Security  (§9-7.5004-11).  Specific  secu¬ 
rity  requirements  not  disclosed  in  this 
clause,  such  as  physical  security  requirements 
shall  be  included  or  Incorporated  by  refer¬ 
ence  to  the  maximum  extent  feasible  and 
made  readily  available  to  prospective  bidders. 

(11)  Small  business  subcontracting  pro¬ 
gram  (PPR  l-1.710-3(b) ,  under  the  circum¬ 
stances  set  forth  in  that  section) . 

(ill)  Labor  surplus  area  subcontracting 
program  (FPR  1-1 .805-3 (b) ,  under  the  cir¬ 
cumstances  set  forth  in  that  section) . 

(iv)  Classification  (§9-7.5004-21). 

(c)  Additional  special  clauses  not  In¬ 
consistent  with  the  above  may  be  added 
with  the  approval  of  Counsel. 

Subpart  9—16.3 — Purchase  and 
Delivery  Order  Forms 
§  9—1 6.300  Scope  of  subpart. 

This  subpart  supplements  FPR  Sub¬ 
part  1-16.3  by  prescribing  the  adminis¬ 
trative  requirements  for  the  use  of  AEC 
Standard  Order  Form  103  (February 
1963).  Illu.stration  of  this  form  is  con¬ 
tained  in  §  9-16.951. 

§  9—16.3.50  Applicability. 

AEC  Standard  Order  Form  103  (Feb¬ 
ruary  1963)  shall  be  used  only  for  direct 
AEC  procurement. 

§  9—16.351  AEC  .Standard  Order  Form 
103  (February  1963)— Inutructionx 
for  Use. 

AEC  Standard  Order  Form  103  (Feb¬ 
ruary  1963)  is  a  combination  purchase 
order-delivery  order  and  Is  designed  for 
the  following  uses  incident  to  direct  AEC 
procurement  actions: 


(a)  As  a  delivery  order,  regardless  of 
amount,  for  ordering  supplies  or  serv- 
ices: 

(1)  Under  existing  contracts,  includ- 
ing  contracts  or  agreements  made  by 
other  Government  agencies,  provided  the  i 
order  is  issued  in  accordance  with  and 
subject  to  the  terms  and  conditions  of 
the  basic  contract  or  agreement  to  which 
specific  reference  is  made  on  the  form- 

(2)  From  other  Government  agencies 

(b)  As  a  purchase  order  for  open  mar¬ 
ket  or  negotiated  purchases  when  the 
amount  is  not  in  excess  of  $2,500  and 
when  use  of  GSA  Standard  Form  44 
(Purchase  Order — Invoice — Voucher) 
or  Standard  Form  147  (Order,  Invoice’ 
Voucher)  is  not  practicable. 

(c)  As  a  purchase  order  for  negotiated 
purchases  when  the  amount  exceeds 
$2,500.  When  so  used,  the  terms  and  con¬ 
ditions  of  the  forms  should  be  supple-  L 
mented  by  the  applicable  requirements  ■ 
of  a  negotiated  fixed-price  supply  con¬ 
tract  set  forth  in  the  outline  of  a  nego¬ 
tiated  fixed-price  supply  contract, 

§  9-16.5002-1.  Contracting  oflBcers  should 
satisfy  themselves  that  the  Govern¬ 
ment’s  interests  are  adequately  protected 
through  use  of  the  AEC  Standard  Order  ' 
Form  103  rather  than  a  more  formal 
contractual  document. 

(d)  GSA  Standard  Form  36  (Continu¬ 
ation  Sheet,  Supply  Contract)  shall  be 
used  as  a  continuation  sheet  when 
required. 

§  9—16.352  [Reserved] 

§  9—16.353  Numbering  AEC  .Standard 
Order  Form  103. 

AEC  Standard  Order  Form  103  shall 
be  numbered  in  accordance  with  the  in¬ 
structions  in  Part  9-53  “Numbering  and 
Distribution  of  Contracts  and  Orders.”  j 

Subpart  9— 16.4 — Forms  for  Advertised 
Construction  Contracts 
§  9—16.400  Scope  of  subpari. 

This  subpart  prescribes  the  AEC  addi¬ 
tions  to  the  standard  forms  prescribed 
by  FPR  Subpart  1-16.4  for  use  in  procur¬ 
ing  construction  by  formal  advertising. 

§  9—16.404  Terms,  conditions,  and  pro¬ 
visions. 

The  deletion  of  the  words  in  clause  5 
of  Standard  Form  23A  authorized  by 
FPR  1-16.404 (e)  shall  not  be  made  with¬ 
out  the  prior  approval  of  the  Director, 
Division  of  Contracts. 

§  9—16.404—50  AEC  authorized  addi¬ 
tions  to  Standard  Form  19. 

(a)  Although  certain  additions  to 
Standard  Form  19  are  authorized  by  this 
section,  emplojring  them  tends  to  defeat 
the  pmpose  of  the  short  form,  and  care¬ 
ful  consideration  should  be  given  to 
the  need  for  any  addition  before  it  is 
included. 

(b)  The  following  additional  clauses 
in  Standard  Form  19  are  authorized,  if 
required  or  deemed  appropriate  imder 
certain  circumstances; 

(1)  Safety,  health  and  fire  protection 
(§  9-7.5006-47). 

(2)  Security  (§  9-7.5004-11). 

(3)  Assignment  (§  9-7.5006-46). 
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(4)  Renegotiation  (5  9-7.5004-20) . 

(5)  Price  adjustment  for  suspensicmt 
delay,  or  interruption  of  the  work  (PPR 

i_7  602-1)  • 

(6)  The  following  wage  determination 
clause: 

The  wage  rates  set  forth  are  the  minimum 
rates  which  may  he  paid  to  the  classlflcationB 
of  laborers  and  mechanics  designated  therein 
Dursuant  to  the  Davls-Bacon  Act  (Act  of 
jiar.  3.  1931>  h®  amended;  40  U.S.C.  276a 
et  seq  )  ■  Th®  Commission  does  not  represent 
that  said  minimum  wage  rates  do  now,  nor 
that  they  will  at  any -time  in  the  future, 
prevail  in  the  locaUty  of  the  work  for  such 
laborera  or  mechanics;  nor  that  such  me¬ 
chanics  or  laborers  are  or  will  be  obtainable 
at  said  rates  for  work  under  this  contract; 
nor  that  said  rates  represent  the  most  recent 
wage  determination  by  the  Secretary  of  Labor 
with  respect  to  such  classifications  of  laborers 
or  mechanics  in  the  locality  of  the  work. 

(7)  Priorities,  allocations,  and  allot¬ 
ments  (§  9-7.5006-52). 

8  9-16.404—51  AEG  addition  to  Stand¬ 
ard  Form  20. 

The  following  addition  shall  be  made 
to  Standard  Form  20 : 

Wage  determination.  The  wage  rates  set 
forth  are  the  minimum  rates  which  may  be 
paid  to  the  classifications  of  laborers  and 
mechanics  designated  therein  pursuant  to 
the  Davls-Bacon  Act  (Act  of  Mar.  3,  1931,  as 
amended;  40  U.S.C.  276a  et  seq.).  The  Com¬ 
mission  does  not  represent  that  said  mini¬ 
mum  rates  do  now,  nor  that  they  will  at  any 
time  in  the  future,  prevail  in  the  locality  of 
the  work  for  such  laborers  or  mechanics;  nor 
that  such  mechanics  or  laborers  are  or  will 
he  obtainable  at  said  rates  for  work  under 
this  contract;  nor  that  said  rates  represent 
the  most  recent  wage  determination  by  the 
Secretary  of  Labor  with  respect  to  such  clas- 
slflcatlons  of  laborers  or  mechanics  in  the 
locality  of  the  work. 

§  9-16.404—52  AEG  additions  to  Stand¬ 
ard  Form  23A,  General  Provisions 
(Construction  Gontract)  (June  1964 
edition). 

(a)  The  following  additional  articles 
and  provisions  shall  be  added  to  Stand¬ 
ard  Form  23 A: 

22.  Alterations  and  additions. 

The  following  alterations  in  or  additions  to 
the  provisions  of  Standard  Form  23A,  General 
Provlelons,  of  this  contract  were  made  prior 
to  execution  of  the  contract  by  the  parties: 

1.  Definitions.  The  following  paragraph  (c) 

Is  added  to  this  clause : 

"(c)  The  term  ‘Commission’  means  the 
United  States  Atomic  Energy  Commission  or 
any  duly  authorized  representative  thereof. 
Including  the  Contracting  Officer  except  for 
the  purpose  of  deciding  an  appeal  under  the 
article  entitled  ‘Disputes.’  ” 

23.  Safety,  health,  and  fire  protection 
(5  9-7.6006-47). 

24.  Termination  for  convenience  of  the 
Government  (FPR  1-8.703). 

25.  Federal,  State,  and  local  taxes  (PPR 
1-11.401-1). 

Consistent  with  the  language  of  this 
cUuse,  a  provision  may  be  added  on  advice 
Counsel  specifically  excluding  from  the 
Pi’lce  designated  State  and  local  tax- 
*a.  Such  added  provision  will  not  be  regarded 
i  as  a  deviation. 

28.  Renegotiation  (19-7.6004-20). 

27.  Notice  of  labor  disputes  (§9-7.600e- 

W). 

fthocatlons,  and  allotments 

(19-7.5006-62). 


(b)  Such  of  the  following  clauses  as 
are  appropriate  shall  also  be  added  to 
Standard  Form  23A  hnd  numbered  in 
proper  sequence; 

(1)  Security  (§9-7.5004-11).  Specific 
security  requirements  not  disclosed  in 
this  clause,  such  as  physical  security  re¬ 
quirements,  shall  be  included  or  incorpo¬ 
rated  by  reference  to  the  maximum 
extent  feasible  and  made  readily  avail¬ 
able  to  prospective  bidders. 

(2)  Price  adjustment  for  suspension, 
delay,  or  interruption  of  the  work  (FPR 
1-7.602-1). 

( 3 )  Classification  ( §  9-7 .5004-2 1 ) . 

(4)  Small  business  subcontracting 
program  (FPR  l-1.710-3(b) ) . 

(c)  Additional  special  clauses  not  in¬ 
consistent  with  the  above  may  be  added 
with  the  approval  of  Counsel. 

Subpart  9—16.9 — Illustration  of  Form;s 
§  9—16.950  Scope  of  subpart. 

This  subpart  contains  illustrations  of 
AEC  forms  used  in  the  procurement  and 
contracting  function. 

§  9—16.951  AEC  Forms. 

AEC  forms  are  illustrated  in’ this  sec¬ 
tion  to  show  their  text,  format,  and  ar¬ 
rangement  and  to  provide  a  ready  source 
of  reference.  The  AEC  forms  set  forth  in 
the  following  subsections  also  show  the 
AEC  form  numbers  in  parenthesis.^ 

§  9-16^951-2  (AEC  103a)  Purchase  Or- 
der  Terms. 

1.  Definitions.  As  used  throughout  this 
contract,  the  following  terms  shall  have  the 
meaning  set  forth  below : 

(a)  The  term  ‘‘Commission”  means  the 
United  States  Atomic  Energy  Oommission 
or  any  duly  authorized  representative 
thereof,  including  the  Contracting  Officer  ex¬ 
cept  for  the  purpose  of  deciding  an  appeal 
under  the  clause  entitled  “Disputes.” 

(b)  The  term  “Contracting  Officer”  means 
the  person  executing  this  contract  on  behalf 
of  the  Government,  and  Includes  his  suc¬ 
cessors  or  any  duly  authorized  representa¬ 
tives  of  any  such  person. 

2.  Vendor’s  billing  instructions.  Vendor’s 
invoices  shall  contain  the  following  infor¬ 
mation:  Contract  or  proposal  number  (if 
any),  order  number,  and  item  number, 
description  of  supplies  or  servloeB,  ^zes, 
quantities,  unit  prices,  and  extended  totals. 
Bill  of  lading  number  and  weight  of  ship¬ 
ment  will  be  shown  for  shipments  made  on 
Government  bills  of  lading.  If  prepaid  parcel- 
post  charges  are  billed,  the  gross  weight  and 
shipping  point  must  be  shown  on  the  Invoice. 

3.  Convenant  against  contingent  fees.  ‘The 
Contractor  warrants  that  no  person  or  selling 
agency  has  been  employed  or  retained  to 
solicit  or  secure  this  contract  upon  an  agree¬ 
ment  or  understanding  for  a  commission, 
percentage,  brokerage,  or  contingent  fee,  ex¬ 
cepting  bona  fide  employees  or  bona  fide 
established  commercial  or  selling  agencies 
maintained  by  the  Contractor  for  the  purpose 
of  securing  business.  For  breach  or  violation 
of  this  warranty  the  Government  shall  have 
the  right  to  annul  this  contract  without  lia¬ 
bility,  or  in  its  discretion  to  deduct  from  the 
contrMt  price  or  conslderatlpn,  or  otherwise 
recover,  the  full  amount  of  such  commission, 
percentage,  brokerage,  or  contingent  fee. 

4.  Officials  not  to  benefit.  No  member  of  or 
delegate  to  Congress  or  resident  commissioner 


r  Form  AEC  103  can  be  obtained  from  AEC 
Headquarters. 


shall  be  admitted  to  any  share  or  part  of 
this  contract  or  to  any  benefit  that  may  arise 
therefrom  but  this  provision  shall  not  be 
construed  to  extend  to  this  contract  if  made 
with  a  corporation  for  its  general  benefit. 

5.  Equal  opportunity  in  employment.  The 
Equal  Opportunity  clause  in  FPR  1-12.803-2 
is  Incorporated  herein  by  reference  and  is  ap¬ 
plicable  unless  this  contract  is  exempt  under 
the  rules  and  regulations  of  the  Secretary 
of  Labor  Issued  pursuant  to  Executive  Order 
No.  11246  of  September  24,  1966  (30  F.R. 
12319,  Sept.  28.  1965). 

6.  Convict  Labor.  In  connection  with  the 
performance  of  work  under  this  contract,  the 
Contractor  agrees  not  to  employ  any  person 
undergoing  sentence  of  Imprisonment  at  hard 
labor. 

7.  Buy  American  Act.  (a)  In  acquiring  end 
products,  the  Buy  American  Act  (41  U.S.C. 
lOa-d)  provides  that  the  Government  give 
preference  to  domestic  source  end  products. 

For  the  purpose  of  this  clause: 

(I)  “Components”  means  those  articles, 
materials,  and  supplies,  which  are  directly 
Incorporated  In  the  end  products; 

(II)  “End  products”  means  those  articles, 
materials,  and  supplies,  which  are  to  be  ac¬ 
quired  under  this  contract  for  public  use; 
and 

(III)  A  “domestic  source  end  product” 
means  (A)  an  unmanrifactured  end  product 
which  has  been  mined  or  produced  In  the 
United  States,  and  (B)  an  end  product 
manufactured  In  the  United  States  If  the  cost 
of  the  components  thereof  which  are  mined, 
produced,  or  manufactured  In  the  United 
States  exceeds  50  percent  of  the  cost  of  all 
Its  components.  For  the  purposes  of  this 
(a)  (111)  (B),  components  of  foreign  origin  of 
the  same  type  or  kind  as  the  products  re¬ 
ferred  to  In  (b)  (11)  or  (111)  of  this  clause 
shall  be  treated  as  components  mined,  pro¬ 
duced  or  manufactured  In  the  United  States. 

(b)  The  Contractor  agrees  that  there  will 
be  delivered  under  this  contract  only  domes¬ 
tic  source  end  products,  except  end  products: 

(I)  Which  are  for  use  outside  the  United 
States; 

(II)  Which  the  Government  determines  are 
not  mined,  produced,  or  manufactured  in  the 
United  States  In  sufficient  and  reasonably 
available  commercial  quantities  and  of  a 
satisfactory  quality; 

(III)  As  to  which  the  Commission  deter¬ 
mines  the  domestic  preference  to  be  Incon¬ 
sistent  with  the  public  Interest;  or 

(Iv)  As  to  which  the  Commission  deter¬ 
mines  the  cost  to  the  Government  to  be 
unreasonable.' 

(The  foregoing  requirements  are  admin¬ 
istered  In  accordance  with  Executive  Order 
No.  10582,  dated  Dec.  17,  1954.) 

8.  Discounts.  In  connection  with  any  dis¬ 
count  offered,  time  will  be  computed  from 
date  of  delivery  of  the  supplies  to  carrier 
when  delivery  and  acceptance  are  at  point 
of  origin,  or  from  date  of  delivery  at  destina¬ 
tion  or  port  of  embarkation  when  delivery 
and  acceptance  are  at  either  of  these  points, 
or  from  date  correct  Invoice  or  voucher  Is  re¬ 
ceived  In  the  office  specified  by  the  Govern¬ 
ment  If  the  latter  date  Is  later  than  the  date 
of  delivery.  Payment  Is  deemed  to  be  made 
for  the  purpose  of  earning  the  discount,  on 
the  date  of  mailing  of  the  Government  check. 

9.  Inspection.  Except  as  may  be  other¬ 
wise  provided  In  this  contract,  final  Inspec¬ 
tion  and  acceptance  will  be  made  at  destina¬ 
tion.  Supplies  rejected  at  destination  for 
nonconformance  with  specifications  shall  be 
removed  by  the  Contractor  at  his  expense 
promptly  after  notice  of  rejection. 

10.  Contract  Work  Hours  Standards  Act — 
Overtime  Compensation.  This  contract,  to 
the  extent  that  It  Is  of  a  character  specified 
In  the  Contract  Work  Hours  Standards  Act — 
Overtime  Compensation  (40  U.S.C.  327-330) 
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and  is  not  covered  by  the  Walsh-Healey  Pub¬ 
lic  Contracts  Act  (41  U.S.C.  3&-45),  is  sub¬ 
ject  to  the  following  provisions  and  to  all 
other  provisions  and  exceptions  of  said  Con¬ 
tract  Work  Hours  Standards  Act. 

(a)  No  contractor  or  subcontractor  con¬ 
tracting  for  any  part  of  the  contract  work 
shall  require  or  permit  any  laborer  or 
mechanic  to  be  employed  on  such  work  in 
excess  of  8  hours  in  any  calendar  day  or  in 
excess  of  40  hours  in  any  workweek  unless 
such  laborer  or  mechanic  receives  com¬ 
pensation  at  a  rate  not  less  than  one  and 
one-half  times  his  basic  rate  of  pay  for  all 
hours  worked  in  excess  of  8  hours  in  any 
calendar  day  or  in  excess  of  40  hours  in  such 
workweek,  whichever  is  the  greater  number 
of  overtime  hours. 

(b)  In  the  event  of  any  violation  of  the 
provisions  of  paragraph  (a),  the  Contractor 
and  any  subcontractor  responsible  for  such 
violation  shall  be  liable  to  any  affected  em¬ 
ployee  for  his  unpaid  wages.  In  addition, 
such  Contractor  or  subcontractor  shall  be 
liable  to  the  United  States  for  liquidated 
damages.  Such  liquidated  damages  shall  be 
computed,  with  respect  to  each  individual 
laborer  or  mechanic  employed  in  violation 
of  the  provisions  of  paragraph  (a),  in  the 
sum  of  $10  for  each  calendar  day  on  which 
such  employee  was  required  or  permitted  to 
work  in  excess  of  8  hours  or  in  excess  of  40 
hours  in  a  workweek  without  payment  of  the 
required  overtime  wages. 

(c)  The  Contracting  Officer  may  withhold, 
or  cause  to  be  withheld,  from  any  moneys 
payable  on  account  of  work  performed  by 
the  Contractor  or  subcontractor,  the  full 
amount  of  wages  required  by  this  contract 
and  such  sums  as  may  administratively  be 
determined  to  be  necessary  to  satisfy  any 
liabilities  of  such  Contractor  or  subcontrac¬ 
tor  for  liquidated  damages  as  provided  in 
paragraph  (b). 

(d)  TTie  Contractor  shall  insert  para¬ 
graphs  (a)  through  (d)  of  this  clause  in  all 
subcontracts,  and  shall  require  their  inclu¬ 
sion  in  all  subcontracts  of  any  tier. 

(e)  The  Contractor  shall  maintain  pay¬ 
roll  records  containing  the  Information  spec¬ 
ified  in  29  CFR  516.2(a).  Such  records  shall 
be  preserved  for  3  years  from  the  completion 
of  the  contract. 

11.  Federal,  State,  and  local  taxes.  Except 
as  may  be  otherwise  provided  in  this  con¬ 
tract,  the  contract  price  includes  all  appli¬ 
cable  Federal  taxes  in  effect  on  the  date  of 
this  contract  but  does  not  Include  any  State 
or  local  sales,  use,  or  other  tax  directly  ap¬ 
plicable  to  the  completed  supyplies  or  services 
covered  by  this  contract  nor  any  other  tax 
from  which  the  Contractor  or  this  transac¬ 
tion  is  exempt.  Upon  request  of  the  Con¬ 
tractor,  the  Government  shall  furnish  a  tax 
exemption  certificate  or  similar  evidence  of 
exemption  with  respect  to  any  such  tax  not 
included  in  the  contract  price  pursuant  to 
this  clause.  For  the  purpose  of  this  clause, 
the  term  “date  of  this  contract”  means  the 
date  of  the  Contractor's  quotation  or,  if  no 
quotation,  the  date  of  this  purchase  order. 

12.  Renegotiation.  If  this  contract  is  sub¬ 
ject  to  the  Renegotiation  Act  of  1951,  as 
amended,  the  contract  shall  be  deemed  to 
contain  all  the  provisions  required  by  section 
104  of  said  Act. 

(13)  Priorities,  Allocations,  and  Allot¬ 
ments.  llie  Contractor  shall  follow  the  pro¬ 
visions  of  DMS  Regulation  1  and  all  other 
applicable  regulations  and  orders  of  the 
Biisiness  and  Defense  Services  Administra¬ 
tion  in  obtaining  controlled  materials  and 
other  products  and  materials  needed  to  fill 
this  order. 


Subpart  9-16.50 — Contract  Outlines 
§  9—16.5000  Scope  of  subpart. 

This  subpart  contains  AEC  contract 
outlines  for  certain  categories  of  con¬ 
tracts. 

§  9—16.5001  Applicability. 

The  AEC  contract  outlines  set  forth 
herein  are  applicable  to  all  AEC  direct 
procurement  which  is  within  the  scope  of 
the  various  categories  covered  by  the 
outlines. 

§9—16.5002  Contract  outlines. 

The  AEC  contract  outlines  are  set  forth 
in  this  section  to  show  their  format, 
text,  and  arrangement  and  to  provide  a 
ready  source  of  reference.  Clauses  may 
be  omitted  or  added  with  the  approval  of 
Counsel.  The  Director,  Division  of  Con¬ 
tracts,  may  from  time  to  time  amend  this 
section  to  provide  contract  outlines  for 
additional  categories  of  contracts. 

§  9—16.5002—1  Outline  of  a  negotiated 
iixed-price  supply  contract. 

(1)  Appropriate  provisions  setting  forth 
description  of  supplies,  delivery  require¬ 
ments,  shipping  Instructions,  and  price. 

(2)  Standard  Form  32:  General  Provisions 
(Supply  Contract). 

(3)  AEC  additions  to  Standard  Form  32, 
General  Provisions — §  9-16.104-50. 

(4)  Examination  of  records — §  9-7.5004-10. 

(5)  Priorities,  allocations,  and  allotments 
!  9-7.5006-52. 

§  9—16.5002—2  Outline  of  a  cosl-plus-a- 
fixed-fee  supply  contract  (performed 
by  commercial  concerns  in  contrac¬ 
tor's  facilities). 

(1)  Definitions— I  9-7.5005-4. 

(2)  Statement  of  work — §  9-7.5006-56. 

(3)  Changes — §  9-7.5006-4. 

(4)  Obligation  of  funds,  estimates  of  cost 
(other  than  operating  contracts) — §  9- 

1.5006- 14. 

(6)  Allowable  costs  and  fixed  fee — §  9- 

7.5006- 10. 

(C>  Payments — S  9-7.5006-25,  or,  if  appro¬ 
priate,  Payments  and  advances — S  9-7.6006- 
23. 

(7)  Accounts,  records,  and  Inspection — 
§  9-7.5006-1. 

(8)  Drawings,  designs,  specifications — 5  9- 

7.5006- 13. 

(9J  Examination  of  records — 5  9-7.5004-10. 

(10)  Required  bonds  and  insurance — Ex¬ 
clusive  of  Government  property — d  9-7.5006- 
5l. 

(11)  Property— 5  9-7.6006-26. 

(12)  Taxes— 5  9-11.462. 

(13)  Contractor  procurement — 5  9-7.6006- 
29. 

(14)  Patents — Appropriate  patent  article 
or  articles  in  accordance  with  Part  9-9. 

(16)  Security — 5  9-7.6004-11,  when  re¬ 
quired. 

(16)  Contract  Work  Hours  Stcuidards 
Act — Overtime  Compensation — PPR  1-12.303 
with  the  modification  necessary  if  5  9-12.103- 
61  applies;  or  Walsh-Healey  Public  Contracts 
Act,  FPR  1-12.606,  if  the  contract  exceeds 
$10,000. 

(17)  Notice  of  labor  disputes — 5  9-7.6006- 
49. 

( 18)  Buy  American  Act — 5  9-7.5004-16. 

(19)  Termination  for  default  or  for  con¬ 
venience  of  the  Government — ^FPR  1-8.702. 

(20)  Litigation  and  claims — 5  9-7.6006-60. 

(21)  Renegotiation — 5  9-7.6004-20. 


(22)  Classification — 5  9-7.6004-21,  in 
contracts  Involving  classified  information. 

(23)  Disputes — PPR  1-7.101-12,  modified 
by  substituting  “Commission”  for  “Secre 
tary.”  (See  5  9-7.6004-3.) 

(24)  Utilization  of  small  business  con¬ 
cerns — ^FPR  1-1.710-3 (a) ,  as  required  by  th»t 
section. 

(25)  Small  business  subcontracting  pro. 
gram — PPR  l-1.710-3(b) ,  as  required  by  that 
section. 

(26)  Utilization  of  concerns  in  labor  sur- 
plus  areas — FPR  1-1 .805-3 (a),  as  required  by 
that  section. 

(27)  Labor  surplus  area  subcontracting 
program — FPR  1-1 .805-3  (b),  as  required  by 
that  section. 

(28)  Changes  to  make-or-buy  program— 
PPR  1-3.902-3,  as  required  by  that  section. 

(29)  Covenant  against  contingent  fees— 

5  9-7.6004-2. 

(30)  Officials  not  to  benefit — FPR  1-7, 
101-19. 

(31)  Equal  opportunity — PPR  1-7.101-18. 

(32)  Convict  labor — PPR  1-12.203. 

(33)  Assignment — FPR  1-7.101-8  or  59- 
7.5006-46  as  appropriate. 

(34)  Priorities,  allocations  and  allot¬ 
ments — I  9-7.5006-52. 

(35)  Excusable  delays — ^FPR  1-8.708. 

(36)  [Reserved] 

(37)  Permits— 5  9-7.5006-48. 

(38)  Price  reduction  for  defective  cost  or 
pricing  data — PPR  1-3.814-1  (a),  as  required 
by  that  section. 

( 39 )  Subcontractor  cost  and  pricing  data- 
FPR  l-3.814-3(a) ,  as  required  by  thatsectlwL 

(40)  Consultant  or  comparable  Mnploy- 
ment  services  of  contractor  employees — 19- 
7.6006-46  (a). 

§  9—16.5002—3  Outline  of  negotiated 
fixed-price  construction  contract. 

1.  Standard  Forms  19,  "Invitation,  Bid  and 
Award;”  19 A.,  "Labor  Standards  Provisions;" 
23,  “Construction  Contract;”  and  23 A.,  "Gen¬ 
eral  Provisions  (Construction  Contract)" 
and  any  AEC  additions  thereto  which  are 
authorized  by  this  part  may  be  used  where 
the  AEC  enters  directly  into  a  fixed-price 
construction  contract,  by  competitive  pro¬ 
posals  or  by  other  means  of  negotiation. 

2.  The  Standard  Forms  should  be  modi¬ 
fied  in  the  following  respects: 

a.  Delete  the  word  “publicly”  before  the 
word  “opened”  wherever  it  appears. 

b.  Delete  the  word  “bid”  or  “bids”  wher¬ 
ever  used  and  insert  the  word  “proposed"  or 
“proposals.” 

c.  Delete  the  word  “bidder”  and  Insert  the 
word  “offeror”  wherever  it  appears. 

d.  Delete  the  word  “bidding”  wherever  It 
appears  and  Insert  the  word  “proposal." 

3.  Add  the  following  clauses  to  the  Stand¬ 
ard  forms: 

a.  Examination  of  records — 5  9-7.5004-10. 

b.  Priorities,  allocations,  and  allotments— 
5  9-7.6006-62. 

§  9—16.5002—4  Outline  of  a  cost-plus-a- 
fixed-fee-construction  contract. 

This  contract,  entered  into  the  —  day 


of _ ,  19-.,  effective  as  of  the - 

day  of _ ,  19--,  between  the  United 


States  of  America  (hereinafter  called  the 
“Government”),  acting  through  the  United 
States  Atomic  Energy  Commission  (herein¬ 
after  called  the  “Commission”),  and - 

(hereinafter  called  the  “Contractor”), 

Wltnesseth  that: 

Whereas,  the  Commission  finds  that  the 
common  defense  and  security  require  that 
construction  of  certain  facilities,  herelnafttf 

more  particularly  described,  that  . . -! 

and 
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fArtatement  of  grounds  which  permit  con- 
'  without  formal  advertising  and  ren- 
contract  on  a  lump  sum  or  unit  price 
Impracticable,  should  be  Inserted  In 
aili  recital.) 

Whereas,  the  Contractor  is  willing  to  un- 
the  performance  of  such  construc- 
^^ork  on  a  cost-plus-a-fixed-fee  basis; 

•nd 

Whereas,  the  Commission  finds  that  the 
Contractor  is  best  qualified  to  perform  the 
work,  all  relevant  factors  considered;  and 
Whereas,  the  Commission  certifies  that 
this  negotiated  contract  Is  authorized  by 
md  executed  under  the  Atomic  Energy  Act 
(rf  1964,  as  amended.  In  the  Interest  of  the 
defense  and  security. 

Now  therefore,  the  parties  hereto  agree  as 
follows: 

Article  I — Definitions.  Insert  contract 
clause  as  set  forth  in  §  9-7.5005-4. 

Article  II — Statement  of  work.  Insert 
contract  clause  set  forth  In  §  9-7.5006-56. 

irficle  III — Changes.  Insert  contract  clause 
Mt  forth  In  §  9-7.5006-4. 

Article  IV — Obligation  of  funds,  estimates 
of  cost  {other  than  operating  contracts).  In¬ 
sert  contract  clause  set  forth  in  §  9-7.5006-14. 

Article  V — Allowable  costs  and  fixed 
jee.  Insert  contract  clause  set  forth  In 
19-7.5006-9. 

(Payments  for  the  use  of  the  contractor’s 
own  construction  plant  and  equipment  are 
made  subject  to  an  ap|>endlx  to  be  attached 
at  the  time  of  execution  of  the  construction 
contract  or  subsequently  added  by  agreement 
of  the  parties.  Payment  for  rental  by  the 
prime  contractor  of  construction  plant  and 
equipment  from  third  parties  is  made  sub¬ 
ject  to  rental  agreements  to  be  approved  by 
the  contracting  officer.  If  such  rental  agree¬ 
ments  are  modified  to  Include  the  services  of 
operators,  adjustments  may  be  required  to 
avoid  conflicts  with  the  labor  provisions  of 
the  construction  contract.  See  Subpart 
9-18.60.) 

Article  VI — Payments.  Insert  contract 
clause  set  forth  In  |  9-7.5006-25  using  10  per¬ 
cent  In  the  second  sentence  of  subparagraph 
(b). 

Nor  a.  An  election  is  permitted  between 
straight  reimbursement  for  allowable  costs 
Inclined  and  claimed  by  the  Contractor  and 
the  system  approved  by  the  AEC  of  advances 
to  the  Contractor.  A  firm  agreement  should 
be  reached  at  the  outset  as  to  one  or  the 
other  (rf  these  methods  of  making  payment 
lor  allowable  costs  and  the  appropriate  ar- 


Article  XIII — State  and  local  taxes.  The 
Contractor  agrees  to  notify  the  Contracting 
Officer  of  any  tax,  fee,  or  charge : 

(a)  Prom  which  exemption  is  granted  by 
State  or  local  law,  or 

(b)  Which  is  invalid  under  any  provision 
of  the  Constitution  of  the  United  States 
levied  or  purported  to  be  levied  on  the 
Contractor  in  respect  of  this  Contract 
and  to  refrain  from  paying  any  such  tax, 
fee,  or  charge  unless  otherwise  authorized 
by  the  Contracting  Officer.  The  Contractor 
further  agrees  to  take  such  steps  as  may  be 
required  by  the  Contracting  Officer  to  cause 
any  such  tax,  fee,  or  charge  to  be  p>aid  \mder 
protest  and,  if  so  directed  by  the  Contracting 
Officer,  to  cause  to  be  assigned  to  the  Gov¬ 
ernment  or  its  designee  any  and  all  rights  to 
the  abatement  or  refund  of  any  such  tax,  fee, 
or  charge,  or  to  piermit  the  Government  to 
Join  with  the  Contractor  in  any  proceedings 
for  the  recovery  thereof  or  to  sue  for  recovery 
in  the  Contractor’s  name. 

’The  Government  shall  save  the  Contractor 
harmless  from  penalties  and  interest  in¬ 
curred  through  compliance  with  this  article. 

Article  XIV — Litigation  and  claims.  Insert 
contract  clause  set  forth  in  $  9-7.5006-50. 

Article  XV — Contractor  procurement.  In¬ 
sert  contract  clause  set  forth  in  |  9-7.5006-29. 

Article  XVI — Safety,  health,  and  fire  pro¬ 
tection.  Insert  contract  clause  set  forth  in 
§  9-7.5006-47. 

Article  XVII — Contractor’s  organization. 
Insert  contract  clause  set  forth  in 
§  9-7.5006-6. 

Article  XVIII — Key  personnel.  Insert  con¬ 
tract  clause  set  forth  in  §  9-7.5007-2. 

Article  XIX — Patent  indemnity.  Insert 
General  Provision  “15”  of  Standard  Form  23  A. 

Note  A:  Basically,  no  patent  provisions 
beyond  the  usual  indemnity  clause  should 
be  included.  Alteration  of  this  clause  as  to 
specified  items  is  a  matter  to  be  dealt  with 
by  negotiation,  if  the  question  is  raised  by  a 
prospective  contractor.  In  particular  cases 
involving  technical  facilities,  the  inclusion 
of  additional  provisions  relating  to  title  and 
rights  in  inventions  and  discoveries,  with 
appropriate  alteration  of  the  indemnity 
clause,  will  be  required  in  the  Interest  of  the 
Government.  The  patent  indemnity  clause 
may  be  modified  by  deleting  the  opening 
words,  “Except  as  otherwise  provided,”  and 
by  adding  at  the  end  of  the  article  an  excep¬ 
tion  set  forth  in  (1)  or  (2)  below  under  cir¬ 
cumstances  therein. 


Note  B:  ’The  alterations  of  the  Indemnity 
clause  should  be  made  upon  the  advice  of 
the  Field  Patent  Group  or,  in  the  absence 
of  such  group,  on  the  advice  of  the  Office 
of  the  Assistant  General  Counsel  for  Patents. 

Article  XX — Security.  Insert  contract 
clause  set  forth  in  |  9-7.5004-11. 

Note;  ’The  security  clause  Includes  a  pro¬ 
vision  under  which  the  contractor  agrees 
to  conform  to  all  security  regulations  and 
requirements  of  the  AEC.  This  provision  will 
support  security  actions  which  are  not  ex¬ 
pressly  mentioned  in  the  security  article  but 
are  required  by  the  AEC,  whether  in  the 
form  of  general  rules  or  “one-time”  require¬ 
ments.  Examples  are  actions  to  promote 
physical  security  and  control  of  classified 
matter. 

Article  XXI — Disputes.  Insert  contract 
clause  as  set  forth  In  §  9-7.5004-3. 

Article  XXII— Labor. 

(a)  Davis-Bacon  Act  (Act  of  Mar.  3,  1931, 
as  amended;  40  U.S.C.  276a  and  following)  — 
Insert  contract  clause  set  forth  in  Standard 

,  Form  19A  with  the  modification  necessary 
if  §  9-12.103-51  applies. 

Note:  This  clause  Includes  provisions  re¬ 
quired  by  regulations  of  the  Department  of 
Labor.  Part  3.  ’Title  29.  Subtitle  A,  Code  of 
Federal  Regulations  (7  F.R.  687  as  amended) 
and  Part  5,  Title  29,  Subtitle  A,  Code  of 
Federal  Regulations  (16  F.R.  4430)  as 
amended. 

(b)  Contract  Work  Hours  Standards  Act — 
Overtime  Compensation.  Insert  contract 
clause  set  forth  in  Standand  Form  19 A  with 
the  modification  necessary  if  §  9-12.103-51 
applies. 

(c)  Apprentices — Insert  contract  clause 
set  forth  in  Standard  Form  19A. 

(d)  Payrolls  and  payroll  records.  Insert 
contract  clause  set  forth  in  Standard  Form 
19A. 

(e)  Compliance  with  Copeland  Regula¬ 
tions.  Insert  contract  clause  set  forth  in 
Standard  Form  19A. 

(f)  Withholding  of  funds.  Insert  contract 
clause  set  forth  in  standard  Form  19A. 

(g)  Subcontracts.  Insert  contract  clause 
set  forth  in  Standard  Form  19A. 

(h)  Equal  opportunity.  Insert  contract 
clause  set  forth  in  FPR  1-7.101-18. 

(I)  Convict  labor.  Insert  contract  clause 
set  forth  in  FPR  1-12.203. 

(J)  Contract  termination — Debarment.  In¬ 
sert  contract  clause  set  forth  in  Standard 
Form  19A. 

Article  XXIIl — Notice  of  labor  disputes. 


tide  included  in  the  contract.  Payments  on 
account  of  the  fixed  fee  will  in  any  case  be 
made  only  as  earned  and  claimed  in  accord¬ 
ance  with  contract  provisions.  (See  Part 
9-30.) 

Nor  B.  If  it  is  contemplated  that  advances 
will  be  made  to  the  Contractor,  substitute 
tbe  clause  set  forth  in  §  9-7.5006-23  and  re¬ 
quire  special  bank  account  agreement  as 
set  forth  in  §  9-7.5006-24. 

Article  VII — Assignment.  Insert  contract 
clause  set  forth  in  §  9-7.5006-46. 

Article  VIII — Accounts,  records,  and  in- 
tpection.  Insert  contract  clause  set  forth  in 
19-7.5006-1. 

Nor;  The  provisions  in  this  clause  relating 
to  records  and  accounts  are  designed  to  per¬ 
mit  the  use  of  AEC’s  Integrated  accounting 
system  whether  the  reimbursement  method 
w  the  advances  method  of  payment  is 
employed. 

Article  IX-Examination  of  records.  Insert 
contract  clause  set  forth  in  $  9-7.5004-10. 

Article  X — Workmanship  and  materials. 
low  contract  clause  as  set  forth  in 
i  9-7.5006-32. 

Article  XI — Property.  Insert  contract  clause 
•et  forth  in  §  9-7.5006-26. 

Article  XII — Required  bonds  and  insur- 
**ce~exclusive  of  Government  property.  In- 
•ert  contract  clause  set  forth  in  {  9-7.5006-61. 


(1)  Certain  construction  contracts  may 
call  for  items  or  parts  thereof  which  are 
standard  commercial  supplies  and  also  for 
items  which  require  modifications  in  the 
course  of  the  performance  of  the  work.  In 
such  event  the  patent  idemnity  article  set 
forth  above  may  be  appropriately  modified. 
To  cover  such  circumstances,  the  following 
modification  should  be  added  at  the  end  of 
the  patent  Indemnity  article: 

“,  except,  however.  Infringement  neces¬ 
sarily  resulting  from  the  contractor’s  com¬ 
pliance  with  written  specifications  or  provi¬ 
sions  for  other  than  standard  parts  or  com¬ 
ponents  manufactured  or  supplied  by  the 
contractor  or  resulting  from  specific  written 
instructions  given  by  the  Commission  for 
the  purpose  of  directing  a  manner  of  per¬ 
formance  of  the  contract  not  normally 
utilized  by  the  contractor.” 

(2)  In  some  Instances  certain  specific 
items  should  be  excluded  from  the'‘lndemni- 
ficatlon,  and  where  such  items  or  parts  can 
be  identified  as  nonstandard  commercial 
components  or  parts,  the  following  provision 
may  be  added  at  the  end  of  the  patent  in¬ 
demnity  article: 

“except  that  this  indemnity  shall  not 
apply  to  the  following  items  or  parts  (spe¬ 
cifically  identifying  and  listing  the  items  or 
parts  to  be  excluded).” 


Insert  contract  clause  set  forth  in  5  9- 
7.5006-49. 

Article  XXIV — Covenant  against  contin¬ 
gent  fees.  Insert  contract  clause  as  set  forth 
in  5  9-7.5004-2. 

Note:  In  the  event  a  contractor  is  unwill¬ 
ing  to  Include  a  covenant  against  contingent 
fees  in  subcontracts  and  purchase  orders,  or 
if  the  contracting  officer  deems  such  inclu¬ 
sion  inadvisable,  the  matter  shall  be  brought 
to  the  attention  of  the  Director,  Division  of 
Contracts  with  a  statement  of  the  reasons. 

Article  XXV — Officials  not  to  benefit.  In¬ 
sert  contract  clause  as  set  forth  in  §  9- 

7.5004- 5. 

Article  XXVI — Buy  American  Act.  Insert 
contract  clause  as  set  forth  in  §  9- 

7.5004- 17. 

Article  XXVII — Termination  for  default 
or  for  convenience  of  the  Government.  In¬ 
sert  contract  clause  set  forth  in  FPR  1-8.702 
with  the  modification  required  by  FPR  1- 
8.700-2(a)(3). 

Article  XXVIII — DrauHng,  designs,  speci¬ 
fications.  Insert  contract  clause  set  forth  in 
§  9-7.5006-13. 

Article  XXIX — Permits.  Insert  contract 
clause  set  forth  in  5  9-7.5006-48. 

Article  XXX — Renegotiation.  Insei.  i-on- 
tract  cl&use  set  forth  in  5  9-7.5004-20.  if  tlie 
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contract  Is  subject  to  the  Renegotiation  Act 
of  1951,  as  amended. 

Article  XXXI — Alterations  and  additions. 
Insert  contract  clause  set  forth  In  { 9- 
7.5006-2. 

Article  XXXII— Utilization  of  small  busi¬ 
ness  concerns.  Insert  contract  clause  set 
forth  In  PPB  1-1.710-3  (a)  under  the  con¬ 
ditions  and  In  the  manner  prescribed  In  that 
section. 

Article  XXXIII — Priorities,  allocations, 
and  allotments.  Insert  contract  clause  set 
forth  In  S  9-7.5006-52. 

In  witness  whereof,  the  parties  hereto 
have  executed  this  contract  as  of  the  day  and 
year  above  written: 

United  States  of 
America 

By . 


(Title) 

United  States  Atomic 
Energy  Commission 


(Contractor) 

By . — - 


(Title) 


1, _ _  certify  that  I 

(Attestor) 

am  the  _  of  the 


(Title) 

Contractor  named  In  this  contract;  that 

_ _ _ _  who  signed  this 

(Signatory) 

contract  on  behalf  of  said  Contractor  was 

then _ of  said  Con- 

( Title) 

tractor;  that  this  contract  was  duly  signed 
for  and  on  behalf  of  said  Contractor  by 
authority  of  its  governing  body  and  is 
within  the  scope  of  Its  legal  powers. 

In  witness  whereof,  I  have  hereunto  affixed 
my  hand  and  the  seal  of  said  Contractor. 

[seal]  _ 

§  9—16.5002—5  Outline  of  a  cost-plus-a- 
fixed-fee  architect-engineer  contract. 
This  contract,  entered  Into  the _ day 


of _ _  19 _ ,  effective  as  of  the _ 

day  of _ .  19._,  between  the  United 


States  of  America  (hereinafter  called  the 
“Government”),  acting  through  the  United 
States  Atomic  Energy  Commission  (herein¬ 
after  called  the  "Commission”),  and _ 

_  (hereinafter  called  the 

"Contractor”) . 

Wltneeseth  that: 

Whereas,  the  Commission  finds  that  the 
common  defense  and  security  require  the 
furnishing  of  architect-engineer  services  for 
a  construction  project,  hereinafter  more  par¬ 
ticularly  described,  that _ 

_ and 

A  statement  of  grounds  which  render  a 
contract  pn  a  lump-sum  basis  Impracticable, 
should  be  Inserted  In  this  recital. 

Whereas,  the  Contractor  Is  willing  to  un¬ 
dertake  the  performance  of  such  architect- 
engineer  services  on  a  cost-plus-a-flxed-fee 
basis;  and 

Whereas,  the  Commission,  finds  that  the 
Contractor  Is  best  qualified  to  perform  such 
services,  all  relevant  factors  considered;  and 

Whereas  the  Commission  certifies  that  this 
negotiated  contract  is  authorized  by  and  ex¬ 
ecuted  under  the  Atomic  Energy  Act  of  1954, 
as  amended.  In  the  Interest  of  the  common 
defense  and  security; 

Note:  The  appropriate  authority  under 
the  Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  should  also 
be  cited. 

Now  therefore,  the  parties  hereto  agree  as 
follows: 

Article  I — Definitions.  Insert  contract 
clause  as  set  forth  In  §  9-7.5005-4. 

Article  II — Statement  of  work. 


(a)  Description  of  construction  project. 
The  construction  project  for  which  architect- 
engineer  services  are  to  be  furnished  com¬ 
prises  _ 


Note:  As  full  a  description  as  Is  feasible 
of  the  construction  project  should  be  In¬ 
serted.  If  the  architect-engineer  work  Is  to 
cover  auxiliary  facilities  required  for  con¬ 
struction,  this  paragraph  should  include  a 
reference  to  such  facilities. 


The  construction  project  will  be  located  at 

_ on  a  site _ 

(b)  Statement  of  architect-engineer  serv¬ 
ices.  The  Contractor  shall  furnish  for  the 
construction  project  the  architect-engineer 
services  described  In  Title _ _  below,  sub¬ 

ject  to  such  further  detailed  requirements  as 
may  be  appended  to  this  Contract  by  agree¬ 
ment  of  the  parties. 

Note:  This  paragraph  shall  be  modified 
If  necessary  to  omit  Inappropriate  matter  or 
to  adapt  it  to  particular  circumstances.  More 
detailed  requirements,  applying  security, 
safety  and  other  policy  standards  to  the 
preparation  of  drawings  and  specifications 
may  be  Incorporated  In  an  appendix  to  the 
contract. 

Title  I — Preliminary  Services 

( 1 )  Conduct  or  arrange  for,  by  subcontract 
or  otherwise  as  approved  by  the  Contracting 
Ofificer,  and  supervise  all  necessary  topo¬ 
graphical  and  other  field  surveys,  the  prepa¬ 
ration  of  maps,  and  necessary  test  borings 
and  other  subsurface  Investigations. 

(2)  Consult  and  collaborate  with  the  Com¬ 
mission  or  Its  designees  to  determine  the 
requirements  which  will  govern  design  of 
the  project  and  to  establish  architectural  and 
engineering  criteria  for  such  design. 

(3)  Conduct  preliminary  studies,  and  pre¬ 
pare  preliminary  sketches,  drawings,  layout 
plans,  outline  specifications  and  reports 
showing  features  and  characteristics  of  the 
design  proposed  to  meet  the  Commission’s 
requirements. 

(4)  Prepare  preliminary  estimates  of  cost 
and  time  schedules  for  (1)  completion  of  the 
design  and  working  drawings  and  specifica¬ 
tions,  and  (11)  construction. 

(5)  Prepare  preliminary  estimates  of  ma¬ 
terial  quantities  required  for  construction. 

Title  n — ^Design  Services 

(1)  Upon  approval  by  the  Commission  of 
preliminary  plans  and  estimates,  undertake 
the  design  of  the  construction  project. 

(2)  Undertake  restudy  and  redesign  work 
due  to  such  changes  and  deviations  within 
the  scope  of  the  construction  project  from 
approved  preliminary  work  as  may  be  re¬ 
quired  by  the  Commission. 

(3)  Prepare  and  revise,  for  the  approval 
of  the  Commission,  and  fvu-nish  working 
drawings,  details  and  specifications  for  con¬ 
struction,  and  contract  bidding  documents 
In  such  form  and  quantity  and  including 
such  provisions  as  may  be  required  by  law 
or  the  directions  of  the  Commission. 

(4)  Prepare,  or  when  directed  by  the  Com¬ 
mission,  participate  with  others  In  the  prep¬ 
aration  of,  a  detailed  estimate  of  the  cost  of 
construction  based  on  the  approved  design 
and  working  drawings  and  specifications. 

(5)  Assist  the  Commission  and  Its  design¬ 
ees  In  securing,  analyzing,  and  evaluating 
proposals  and  bids  for  materials,  equipment, 
and  services  required  for  construction. 

(6)  When  requested,  consult  with  and  ad¬ 
vise  the  Commission  on  any  questions  which 
may  arise  In  connection  with  the  architect- 
engineer  services  described  In  this  contract. 

Title  III — Supervision  op  Construction 

(1)  Furnish  and  maintain  governing  lines 
and  benchmarks  to  provide  horizontal  and 
vertical  controls  to  which  construction  may 
be  referred. 


(2)  Check  and  approve,  or  require  revl-  I 
Sion  of,  all  vendors’  shop  drawings  to  assuie 
conformity  with  the  approved  design  a&i 
working  drawings  and  specifications. 

(3)  Inspect  the  execution  of  construction 

so  as  to  assure  adherence  to  approved  drsv. 
ings  and  specifications.  i 

(4)  Inspect  construction  workmanship 
and  materials,  and  equipment,  and  repoit 
to  the  Commission  as  to  their  conformity  or 
nonconformity  to  the  approved  drawings  and 
specifications. 

(5)  Make  or  procure  such  field  or  labora¬ 
tory  tests  of  construction  workmanship  and  ■ 
materials,  and  equipment,  as  the  Commis-  i 
slon  may  require  or  approve. 

(6)  Prepare  estimates  of  reasonable 

amounts  of  Increase  or  decrease  In  contract 
price  and/or  contract  completion  term  for 
contract  modifications,  evaluate  proposals 
submitted  by  the  constructor  for  such  con¬ 
tract  adjustments  and  make  recommends-  » 
tions  to  the  Contracting  Ofllcer  for  use  in  ' 
negotiating.  i 

(7)  Prepare  reports  and  make  recom¬ 
mendations  on  status  of  deliveries  of  ma¬ 
terials  and  equipment  as  the  Commission  * 
may  require  or  approve. 

(8)  Prepare  monthly  and  other  reports  of 
the  progress  of  construction,  as  may  be  re¬ 
quired  and  partial.  Interim  and  final  eetl-  | 
mates  and  reports  of  quantities  and  values 

of  construction  work  performed,  for  pay¬ 
ment  or  other  purposes. 

(9)  Furnish - set(s)  of  reproducible 

"as  built”  record  drawings  of  the  type  speci¬ 
fied  by  the  Commission  and _ set(8)  of 

markedup  specifications  showing  cons^c- 
tion  as  actually  accomplished. 

Article  III — Changes.  Insert  contract 
clause  set  forth  In  |  9-7.5006-4. 

Article  IV— Obligation  of  funds,  estimatu 
of  cost  (other  than  operating  contracts) . 
Insert  contract  clause  set  forth  In  {  9-7.5004- 
14. 

Article  V — Allowable  costs  and  fixed  fee. 
Insert  contract  clause  set  forth  In 
§  9-7.5006-12. 

Note:  For  onsite  architect-engineer  con¬ 
tracts  central  and  branch  office  expenses  may 
be  Included  in  allowable  costs  only  If  ex¬ 
pressly  authorized  by  the  Contracting  Officer. 

Article  VI — Payments.  Insert  clause  set 
forth  In  S  9-7.5006-25  using  10  percent  In 
the  second  sentence  of  subparagraph  (b). 

Note  A:  Normally,  payment  for  architect-  ‘ 
engineer  allowable  costs  Incurred  and 
claimed  Is  made  on  the  basis  of  straight 
reimbursement.  Provision  Is  made,  however, 
for  advancing  funds  to  the  contractor  should 
that  be  deemed  advisable.  Payments  on  ac¬ 
count  of  the  fixed  fee  shall  In  any  case  be 
made  only  as  earned  and  claimed  In  accord¬ 
ance  with  contract  provisions.  See  Part  9-80. 

Note  B:  If  It  Is  contemplated  that  ad¬ 
vances  will  be  made  to  the  contractor,  sub¬ 
stitute  the  clause  set  forth  in  {  9-7.5006-23 
and  require  special  bank  agreement  set  forth 
In  §  9-7.5006-24. 

Article  VII — Assignment.  Insert  contract 
clause  set  forth  In  $  9-7.5006-46. 

Article  VIII — Accounts,  records,  and  in- 
spection.  Insert  contract  clause  set  forth  In 
{  9-7.5006-1. 

Note:  ’The  provisions  relating  to  recwda 
and  accounts  are  designed  to  permit  the  um 
of  AEC’s  integrated'  accounting  system  . 
whether  the  reimbursement  method  or  the 
advance  method  of  payment  Is  employed. 

Article  IX — Examination  of  records.  Insert 
contract  clause  as  set  forth  In  S  9-7.5004-10. 

Article  X — Responsibility  for  design  end 
working  drawings  and  specifications.  Tbe 
granting  of  approvals  by  the  Commlsdon 
under  the  paragraph  entitled  “Statement  of 
Architect-Engineer  Services”  of  the  article 
entitled  “Statement  of  Work”  shall  not  affect 
the  responsibility  of  the  Contractor  for  the 
design,  nor  for  the  correctness  of  worklnj 
drawings  and  specifications. 
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Article  XI _ Property.  Insert  contract  clause 

get  forth  In  S  9-7.6006-26. 

Article  XII — Drawings,  designs,  specifica¬ 
tions.  Insert  contract  clause  set  forth  In 
( 9-7  5006-13. 

>  Article  XIII — Required  bonds  and  in¬ 
surance-exclusive  of  Government  prop¬ 
erty.  Insert  contract  clause  set  forth  In 

i  9-7  5006-51. 

Article  XIV — State  and  local  taxes.  The 
Contractor  agrees  to  notify  the  Contracting 
Offlcer  of  any  tax,  fee.  or  charge  (a)  from 
which  exemption  Is  granted  by  State  or  local 
law  or  (b)  which  is  Invalid  under  any  pro¬ 
vision  of  the  Constitution  of  the  United 
States  levied  or  purported  to  be  levied  on  the 
Contractor  In  respect  of  this  Contract  and 
to  refrain  from  paying  any  such  tax.  fee,  or 
charge  unless  otherwise  authorized  by  the 
contracting  Offlcer.  The  Contractor  further 
agrees  to  take  such  steps  as  may  be  required 
by  the  Contracting  Offlcer  to  cause  any  such 
tax  fee,  or  charge  to  be  paid  under  protest 
and,  If  so  directed  by  the  Contracting  Offlcer, 
to  cause  to  be  assigned  to  the  Government 
or  Its  designee  any  and  all  rights  to  the 
abatement  or  refund  of  any  such  tax,  fee,  or 
charge,  or  to  permit  the  Government  to  Join 
with  the  Contractor  In  any  proceedings  for 
the  recovery  thereof  or  to  sue  for  recovery  In 
the  Contractor’s  name.  The  Government  shall 
save  the  Contractor  harmless  from  penalties 
and  Interest  Incurred  through  compliance 
with  this  article. 

Article  XV — Litigation  and  claims.  Insert 
contract  clause  set  forth  In  §  9-7.6006-50. 

Article  XVI — Subcontracts  and  purchase 
orders— When  subcontracts  authorised — Re¬ 
quirements  applicable  to  subcontracts  and 
purchase  orders.  The  Contractor  shall,  when 
ordered  by  the  Contracting  Offlcer,  and  may, 
but  only  when  authorized  by  the  Contracting 
Offlcer,  enter  Into  subcontracts  In  writing  for 
the  performance  In  whole  or  In  part  of  the 
work  described  In  paragraph  entitled  “State¬ 
ment  of  Achltect-Englneer  Services”  of  the 
article  entitled  “Statement  of  Work.”  Pur¬ 
chase  orders  shall  not  be  entered  Into  by  the 
Contractor  for  Items  whose  purchase  is  ex¬ 
pressly  prohibited  by  the  written  directions 
of  the  Contracting  Offlcer.  All  subcontracts 
for  the  performance  In  whole  or  In  part  of 
the  work  described  In  paragraph  entitled 
“Statement  of  Architect-Engineer  Services” 
of  the  article  entitled  “Statement  of  Work” 
shall  be  submitted  to  the  Contracting  Offlcer 
for  approval.  The  Government  reserves  the 
right  at  any  time  to  require  that  the  Con¬ 
tractor  submit  any  or  all  other  contractual 
arrangements.  Including  but  not  limited  to 
purchase  orders  or  classes  of  purchase  orders, 
tor  approval,  and  provide  Information  con¬ 
cerning  methods,  practices,  and  procedures 
used  or  proposed  to  be  used  In  subcontract¬ 
ing  and  purchasing.  The  Contractor  shall  use 
methods,  practices,  or  procedmes  In  subcon¬ 
tracting  or  purchasing  which  are  acceptable 
to  the  Conunlsslon.  Subcontracts  and  pur¬ 
chase  orders  (note  A)  shall  be  made  In  the 
name  of  the  Contractor,  shall  not  bind  or 
purport  to  bind  the  Govermnent,  shall  not 
relieve  the  Contactor  of  any  obligation  under 
^  Contract  (Including  among  other  things, 
the  obligation  properly  to  supervise  and  co¬ 
ordinate  the  work  of  subcontractors),  and 
shall  be  In  such  form  and  contain  such  pro- 
tislons  as  are  required  by  this  Contract  or  as 
the  Contracting  Offlcer  may  prescribe. 

Notx  A:  The  words  “shall  be  made  In  the 
name  of  the  Contractor,  shall  not  bind  nor 
purport  to  bind  the  Government”  are  op¬ 
tional  and  may  be  used  or  omitted,  as 
appropriate. 

Note  B:  Paragraph  (c)  of  §  9-7.5006-29 
shall  be  Included  In  the  contract  If  It  Is 
contemplated  that  the  contractor  will  be 
^ulred  to  procure  any  equipment,  ma- 
whals,  supplies,  or  services  of  the  kind  and 


character  manufactured  or  sold  by  contrac¬ 
tor-controlled  sources. 

Article  XVII — Safety,  health,  and  fire 
protection.  Insert  contract  clause  set  foi^ 
in  §  9-7.5006-47. 

Article  XVIII — Contractor’s  organisation. 
Insert  contract  clause  set  forth  In 
§  9-7.6006-6. 

Note:  For  offsite  architect-engineer  con¬ 
tracts,  substitute  the  following  for  para¬ 
graph  (b) : 

“A  competent  supervising  representative 
of  the  Contractor  satisfactory  to  the  Con¬ 
tracting  Offlcer  shall  be  In  charge  of  the 
work  at  all  times.” 

Article  XIX — Key  personnel.  Insert  con¬ 
tract  clause  set  forth  In  §  9-7.5007-2. 

Article  XX — Patents.  Insert  contract  clause 
set  forth  In  §  9-9.6003. 

Note:  The  patent  clause  should  not  be 
departed  from  except  upon  the  advice  of  the 
Field  Patent  Group  or  In  the  absence  of  such 
group  on  the  advice  of  the  Offlee  of  the 
Assistant  General  Counsel  for  Patents.  In 
each  case  It  will  be  necessary  to  determine* 
whether  or  not  it  will  be  appropriate  to 
add  the  Indemnity  clause  with  or  without 
modifications.  The  patent  Indemnity  clause 
Is  Clause  15  of  Standard  Formi23A.  For  mod¬ 
ifications  to  Indemnity  clause  see  note  “A” 
under  Article  XIX,  Patent  Indemnity, 

§  9-16.5002-4. 

Article  XXI — Security.  Insert  contract 
clause  set  forth  In  §  9-7.5004-11. 

Note:  The  security  clause  Includes  a  pro¬ 
vision  under  which  the  contractor  agrees  to 
conform  to  all  security  regulations  and  re¬ 
quirements  of  the  AEC.  This  provision  will 
support  security  actions  which  are  not  ex¬ 
pressly  mentioned  In  the  security  clause  but 
are  required  by  the  AEC,  whether  In  the 
form  of  general  rules  or  “one-time”  require¬ 
ments.  Examples  are  actions  to  promote 
physical  security  and  control  of  classified 
matter. 

Article  XXII — Disputes.  Insert  contract 
clause  as  set  forth  In  §  9-7.5004-3. 

Article  XXIII— Labor. 

(a)  Contract  Work  Hours  Standards  Act — 
Overtime  Compensation.  Insert  contract 
clause  set  forth  In  FPR  1-12.303  with  the 
modification  necessary  If  $  9-12.103-51 
applies. 

(b)  Equal  opportunity.  Insert  contract 
clause  set  forth  In  FPR  1-7.101-18. 

(c)  Convict  labor.  Insert  contract  clause 
set  forth  In  FPR  1-12.203. 

Article  XXIV — Covenant  against  contin¬ 
gent  fees.  Insert  contract  clause  as  set  forth 
In  §  9-7.5004r-2. 

Article  XXV — Officials  not  to  benefit.  In¬ 
sert  contract  clause  as  set  forth  In 
§  9-7.5004-5. 

Article  XXVI — Buy  American  Act.  Insert 
contract  clause  as  set  forth  In  §  9-7.5004-17. 

Article  XXVII — Termination.  Insert  con¬ 
tract  clause  set  forth  In  §  9-8.751. 

Article  XXVIII — Permits.  Insert  contract 
clause  set  forth  In  §  9-7.5006-48. 

Article  XXIX — Renegotiation.  Insert  con¬ 
tract  clause  set  forth  In  $  9-7.6004-20,  If  the 
contract  Is  subject  to  the  Renegotiation  Act 
of  1951,  as  amended. 

Article  XXX — Classification.  Insert  con¬ 
tract  clause  set  forth  In  f  9-7.5004-21  when 
required. 

Article  XXX/— [Reserved] 

Article  XXXII — Alterations  and  additions. 
Insert  contract  clause  set  forth  In 
§  9-7.5006-2. 

In  the  event  the  contractor  will  be  re¬ 
quired  to  perform  procurement  activities,  the 
following  articles  shall  be  Included  In  the 
contract  as  appropriate. 

Article  XXXIII — Utilisation  of  small  busi¬ 
ness  concerns.  Insert  contract  clavise  set  forth 
in  FPR  l-1.710-3(a)  under  the  conditions 
and  In  the  manner  prescribed  In  that  section. 


Article  XXXIV — Small  business  subcon¬ 
tracting  program.  Insert  contract  clause  set 
fOTth  In  FPR  1-1.710-3  (b)  under  the  condi¬ 
tions  and  in  the  manner  prescribed  In  that 
section. 

Article  XXXV — Utilisation  of  concerns  in 
labor  surplus  areas.  Insert  contract  clause  set 
forth  In  FPR  1-1 .805-3 (a)  under  the  condi¬ 
tions  and  In  the  manner  prescribed  In  that 
section. 

Article  XXXV/ — Labor  surplus  area  sub¬ 
contracting  program.  Insert  contract  clause 
set  forth  In  FPR  1-1 .806-3  (b)  under  the  con¬ 
ditions  and  In  the  maimer  prescribed  In  that 
section. 

Article  XXXVII — Priorities,  allocations,  and 
allotments.  Insert  contract  clause  set  forth 
In  i  9-7.5006-52. 

In  witness  whereof,  the  parties  hereto  have 
executed  this  Contract  as  of  the  day  and  year 
above  written: 

United  States  or  America 
By . 

'(TlUe) . 

United  States  Atomic 
Energy  Commission 

(Contractor) 

By . 


(Title) 

I, - ,  certify  that  I 

(At  tester) 

am  the - of  the  Con- 

(Tltle) 

tractor  named  under  this  contract;  that 

-  who  signed  this 

(Signatory) 

contract  on  behalf  of  said  Contractor  was 

then  . . of  said  Con- 

(Tltle) 

tractor;  that  this  contract  was  duly  signed 
for  and  on  behalf  of  said  Contractor  by  au¬ 
thority  of  Its  governing  body  and  Is  within 
the  scope  of  Its  legal  powers. 

In  witness  whereof,  I  have  hereunto 
affixed  my  hand  and  the  seal  of  said 
Contractor. 

[seal]  _ 

§  9—16.5002—6  Outline  of  a  lump-sum 
architect-engineer  contract  (with  cost 
reimbursement  features). 

Note:  The  outline  provides  for  lump-sum 
compensation  for  certain  services  and  cost 
reimbursement  for  other  services.  If  It  Is 
desired  that  the  cost  reimbursement  portion 
be  made  on  a  lump-sum  basis  or  on  the  basis 
of  negotiated  rates  (e.g.,  a  fixed  amount  per 
day)  appropriate  revisions  In  the  form  of 
contract  will  be  required  (Including  revision 
of  the  Introductory  recitals  and  of  the  arti¬ 
cles  entitled  “Payment”  and  “Termination”) . 

This  contract,  entered  Into  the _ day 

of - -  19 _ ,  effective  as  of  the _ 

day  of - -  19._,  between  the  United  States 

of  America  (hereinafter  called  the  “Govern¬ 
ment”),  acting  through  the  U.8.  Atomic 
Energy  Commission  (hereinafter  called  the 

“Commission”),  and _ 

(hereinafter  called  the  “Contractor”). 

Wltnesseth  that: 

Whereas,  the  Commission  finds  that  the 
common  defense  and  security  require  the 
furnishing  of  architect-engineer  services  for 
a  construction  project,  hereinafter  more 
particularly  described;  and 

Whereas  the  Contractor  Is  willing  to  un¬ 
dertake  the  performance  of  certain  services 
on  a  lump-sum  basis  and  of  certain  other 
services  on  a  cost-reimbursable  basis;  and 

Whereas,  the  Commission  finds  that  the 
Contractor  Is  best  qualified  to  perform  such 
services,  all  relevant  factors  considered;  and 

Whereas,  the  Commission  certifies  that  this 
negotiated  contract  Is  authorized  by  and  exe¬ 
cuted  under  the  Atomic  Energy  Act  of  1964, 
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as  amended.  In  the  interest  of  the  common 
defense  and  security; 

Note;  The  appropriate  authority  under  the 
Federal  Pn^rty  and  AdminlstratlTe  Serv¬ 
ices  Act  of  1949,  as  amended,  should  also  be 
cited. 

Now  therefore,  the  parties  hereto  agree  as 
follows: 

Article  I — Definition.  Insert  contract  clause 
in  accordance  with  5  9-7.5005-4. 

Article  II — Statement  of  irorfc. 

(a)  Description  of  construction  project. 
The  construction  project  for  which  architect- 
engineer  services  are  to  be  furnished  com¬ 
prises — 

As  full  a  description  as  is  feasible  should 
be  Inserted.  If  the  architect-engineer  work  is 
to  cover  auxiliary  facilities  required  for  con¬ 
struction,  this  paragraph  should  include^ 
reference  to  such  facilities. 

_ The 

construction  project  will  be  located  at 
_ on  a  site _ 

(b)  Statement  of  architect-engineer  serv¬ 

ices.  The  Contractor  shall,  within  the  short¬ 
est  reasonable  time,  furnish  for  the  con¬ 
struction  project  the  architect-engineer 
services  described  in  Title _ ,  below,  sub¬ 

ject  to  such  further  detailed  requirements  as 
may  be  appended  to  this  Contract  by  agree¬ 
ment  of  the  parties. 

This  paragraph  (entitled  “Statement  of 
Architect- Engineer  Services”  of  the  clause 
entitled  “Statement  of  Work”)  shall  be  modi¬ 
fied  if  necessary  to  omit  inappropriate  matter, 
or  to  adapt  it  to  particular  circumstances. 
More  detailed  requirements,  applying  secur¬ 
ity,  safety,  and  other  policy  standards  to  the 
preparation  of  drawings  and  specifications, 
may  be  Incorporated  in  an  appendix  to  the 
contract. 

Note:  This  form  of  contract  provides  for 
completion  of  the  architect-engineer  services 
“within  the  shortest  reasonable  time.”  The 
form  may  be  modified  to  provide  for  com¬ 
pletion  of  separable  parts  of  the  work  at  dif¬ 
ferent  times.  Modifications  of  this  character 
will  require  corresponding  modifications  of 
the  default  provisions  of  the  clause  entitled 
“Termination.” 

Title  I — Pheliminakt  Services 

(1)  Conduct  or  arrange  for,  by  subcontract 
or  otherwise  as  approved  by  the  Contracting 
Officer,  and  supervise  all  necessary  topo¬ 
graphical  and  other  field  surveys,  the  prep¬ 
aration  of  maps,  and  necessary  test  borings 
and  other  subsurface  investigations. 

(2)  Consult  and  collaborate  with  the  Com¬ 
mission  or  its  designee  to  determine  the  re¬ 
quirements  which  will  govern  the  design  of 
the  project  and  to  establish  architectural  and 
engineering  criteria  for  such  design. 

(3)  Conduct  preliminary  studies,  and  pre¬ 
pare  preliminary  sketches,  drawings,  layout 
plans,  outline  specifications  and  reports, 
showings  features  and  characteristics  of  the 
design  proposed  to  meet  the  Commission's 
requirements.  If  more  than  three  studies, 
including  sketches,  drawings,  plans,  outline 
specifications,  or  documents  are  required  be¬ 
cause  of  changes  initiated  by  the  Commis¬ 
sion,  an  equitable  adjustment  in  the  lump- 
siun  compensation  will  be  made  in  accord¬ 
ance  with  provisions  of  the  changes  article. 

(4)  The  drawings,  plans,  and  outline  speol- 
fications  and  documents  shall  be  prepared  in 
such  form  and  furnished  in  such  quantity 
as  directed  by  the  Commission. 

Specific  quantities  of  the  drawings,  plans, 
outline  specifications,  and  documents  should 
be  indicated  here  or  elsewhere  in  the 
contract. 

(5)  Prepare  {M'elimlnary  estimates  of  cost 
and  timtf  schedules  for  (i)  completion  of  the 
design  and  working  drawings  and  specifica¬ 
tions,  and  (11)  construction. 

(6)  Prepare  preliminary  estimates  of  ma¬ 
terial  quantities  required  for  construction. 
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Title  n — Design  Services 

(1)  Upon  approval  by  the  Commission  of 
preliminary  plans  and  estimates,  imdertake 
the  design  of  the  construction  project. 

(2)  Undertake  restudy  and  redesign  work 
due  to  minor  deviations  frcna  the  approved 
preliminary  work  as  may  be  required  by  the 
Commlselon. 

(3)  Prepare  and  revise,  for  the  approval 
of  the  Commission,  and  furnish  complete 
sets  of  contract  bidding  documents  includ¬ 
ing,  working  drawings,  details  and  specifi¬ 
cations  for  construction,  in  such  form  and 
quantity  and  including  such  provisions  as 
may  be  required  by  law  or  the  directions  of 
the  Commission. 

Specific  quantities  of  drawings  and  speci¬ 
fications  should  be  indicated  here,  or  else¬ 
where  In  the  contract. 

(4)  Prepare,  or  when  directed  by  the  Com¬ 
mission  participate  with  others  in  the  prep¬ 
aration  of,  a  detailed  estimate  of  the  cost 
of  a  construction  based  on  the  approved 
design  and  working  drawings  and 
specifications. 

(5)  Assist  the  Commission  and  its  desig¬ 
nees  in  securing,  analyzing,  and  evaluating 
construction  bids  or  proposals. 

(6)  When  requested,  consult  with  and  ad¬ 
vise  the  Cc«nmlsslon  on  any  questions  which 
may  arise  in  connection  with  the  architect- 
engineer  services  described  In  this  Contract. 

Title  III — Supervision  of  Construction 

(1)  Furnish  and  maintain  governing  lines 
and  bench  marks  to  provide  horizontal  and 
vertical  controls  to  which  construction  may 
be  referred. 

(2)  Check  and  approve,  or  require  re¬ 
vision  of,  all  vendors’  shop  drawings  to  as¬ 
sure  conformity  with  the  approved  design 
and  working  drawings  and  specifications. 

(3)  Inspect  the  execution  of  construction 
so  as  to  assure  adherence  to  approved  work¬ 
ing  drawings  and  specifications. 

(4)  Inspect  construction  workmanship 
and  materials,  and  equipment,  and  repwrt  to 
the  Commission  as  to  their  conformity  or 
nonconformity  to  the  approved  working 
drawings  and  specifications. 

(5)  Make  or  procure  such  field  or  labora¬ 
tory  tests  of  construction  workmanship  and 
materials,  and  equipment,  as  the  Commis¬ 
sion  may  require  or  approve. 

(6)  Prepare  estimates  of  reasonable 
amounts  of  increase  or  decrease  in  Contract 
price  and/or  Contract  completion  time  for 
contract  modifications,  evaluate  proposals 
submitted  by  the  constructor  for  such  con¬ 
tract  adjustments  and  make  recommenda¬ 
tions  to  the  Contracting  Officer  for  use  in 
nesotiating. 

(7)  Prepare  reports  and  make  recom¬ 
mendations  on  status  of  deliveries  of  ma¬ 
terials  and  equipment  as  the  Commission 
may  require  or  approve. 

(8)  Prepare  monthly  and  other  reports 
of  the  progress  of  construction,  as  may  be  re¬ 
quired,  and  partial,  interim  and  final  esti¬ 
mates  and  reports  of  quantities  and  values 
of  construction  work  performed,  for  pay¬ 
ment  or  other  purposes. 

(9)  Furnish - set(s)  of  reproducible 

“as-bullt”  record  drawings  of  the  type  spec¬ 
ified  by  the  Commission  and _ set(8) 

of  mark-up  specifications,  showing  con¬ 
struction  as  actually  accomplished. 

Article  III — DrauHngs,  designs,  specifica¬ 
tions.  Insert  contract  clause  set  forth  in 
$  9-7.5006-13. 

Article  IV — Changes.  TTie  Contracting  Of¬ 
ficer  may  at  any  time  issue  written  directions 
requiring  additional  work  or  directing  the 
omission  of  or  variations  in  work  covered  by 
this  Contract  and  within  the  general  scope 
thereof.  If  any  such  direction  results  in  a 
change  in  the  amoimt  of  character  of  the 
work  covered  by  the  lump-sum  oompensa- 


tlon  provided  for  herein,  an  equitable  m. 
Justment  in  such  compensation  shall  be 
and  the  contract  modified  in  writing  ac¬ 
cordingly.  Any  claim  of  the  Contractor  for 
adjustment  under  this  article  must  be  as¬ 
serted  in  writing  within  30  days  from  the 
date  of  receipt  by  the  Contractor  of  the 
notification  of  change:  Provided,  however 
That  the  Contracting  Officer,  if  he  deter¬ 
mines  that  the  facts  Justify  such  action,  may 
receive  and  consider,  and  adjust  any  such 
claim  asserted  at  any  time  prior  to  the  date 
of  final  settlement  of  the  Contract.  If  the 
parties  fall  to  agree  upon  the  adjustment  to 
be  made  the  dispute  shall  be  determined  as 
provided  In  the  article  entitled  “Disputes." 
Nothing  provided  in  this  clause  shall  excuse 
the  Contractor  from  proceeding  with  the 
prosecution  of  the  work  as  changed.  Except 
as  otherwise  herein  provided,  no  charge  for 
any  extra  work  or  material  will  be  allowed. 

Article  V — Payment. 

(a)  Lump-sum  compensation.  The  Cmi- 

tractor  shall  be  paid  the  lump  sum  of  ( _ 

which  shall  constitute  full  compensation  lot 
all  services  and  materials  furnished  tmdei 
this  Contract  except  for  the  costs  herelnafUr 
specified  in  the  paragraph  entitled  “Reim¬ 
bursement  for  Certain  Costs.” 

(b)  Reimbursement  for  certain  costs.  The 

Contractor  shall  be  entitled,  in  addition  to 
payment  of  the  lump  sum  hereinbefore  pro¬ 
vided  for,  to  reimbursement  for  the  follow¬ 
ing  costs  to  the  extent  approved  by  the  Con¬ 
tracting  Officer,  but  not  to  exceed  a  total  of 
$ - 

(1)  The  actual  costs  of  labor,  material*, 
and  equipment  use  and  traveling  expense*! 
and  approved  subcontracts  and  transporta¬ 
tion  of  things,  required  for  topographical 
and  other  field  surveys,  the  preparation  of 
maps,  and  test  borings  and  other  subsurface 
investigations  under  this  Contract. 

(2)  The  actual  costs  of  labor,  and  mate¬ 
rials  and  equipment  use  and  traveling  ex¬ 
penses  for  the  resident  engineer  In  charge, 
field  engineers  and  inspectors,  part-time  In¬ 
spectors  from  the  home  or  branch  office,  and 
the  supporting  Field  Office  force  as  required 
at  the  site  of  the  construction  project  lor 
inspection  of  construction; 

(3)  The  actual  costs  of  labor  and  material* 
and  traveling  expenses  for  expediting  or  In¬ 
specting  material  and  equipment,  and  cheek¬ 
ing  or  expediting  shop  drawings  at  vendor*' 
plants; 

(4)  The  actual  cost  of  onsite  transporta¬ 
tion  for  services  listed  In  (l)  through  (3) 
above; 

(5)  The  actual  costs  of  labor,  material*, 
and  equipment  use,  or  an  allowance  In  lieu 
of  such  actual  cost  at  a  rate  or  rates  approved 
in  advance  by  the  Contracting  Officer,  for 
copies  in  excess  of  20  prints  of  drawing*, 
specifications,  invitations  for  bid,  or  other 
related  documents,  and  revisions  thereto, 
which  are  reproduced  after  Title  II  design 
Is  approved  by  the  Commission  and  which 
are  for  use  by  the  Commission  and  Its  con¬ 
struction  contractors.  (This  does  not  Include 
“as-bullt”  record  drawings  and  specifica¬ 
tions  as  required  under  Title  III  service*,) 

(6)  Compensation  paid  for  such  outside 
expert  technical  assistance.  Including  the 
services  of  materials  testing  laboratorlee,  a* 
is  approved  In  writing  by  the  Contracting 
Officer  in  connection  with  the  performance 
of  any  of  the  work  under  this  contract;  and 

(7)  Expenses  of  such  travel  of  the  Con¬ 
tractor’s  responsible  supervising  representa¬ 
tive  that  might  be  required  In  addition  to  the 
normal  sup>ervlslon  furnished  under  the  fee 
or  specified  in  the  contract. 

Note  A :  If  some  payments  are  to  be  mad* 
either  on  the  basis  of  actual  costs  or  nego¬ 
tiated  rates  (e.g.  a  fixed  amount  per  man- 
day),  a  limit  to  the  total  amount  that  may 
be  so  paid  without  a  modification  to  the 
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-atract  should  be  provided  in  the  payment 
^cle  tot  control  purposes. 

Not*  Include  other  Items  listed  under 
I  »-3  404-50  that  are  applicable. 

*  N^  C:  Include  the  definitions  for  "labor 
and  "traveling  expenses"  as  set  forth 
In  1 0-3.404-60(1 ) . 

(c)  Partial  payments  on  account  of  lump- 
Jn  compensation.  Ninety  (90)  percent  of 
the  lump-sum  compensation  shall  become 

and  payable  in  monthly  installments  in 
founts  based  on  the  proportion  of  the 
then  completed,  as  determined  by  the 
^tractlng  Officer,  and  the  balance  upon 
^pletion  and  acceptance  of  all  work  under 
ails  contract.  •  _ 

(d)  Reimbursement  payments.  (1)  Pay- 
m«t8  for  costs  which  are  reimbursable  un¬ 
der  the  provUions  of  the  paragraph  entitled 
-Reimbursement  for  certain  costs”  shall  be 
nujde  to  the  Contractor  at  Intervals  stipu¬ 
lated  by  the  Contractor  and  the  Contracting 
Officer  and  upon  completion  and  acceptance 
of  the  work  under  this  contract. 

(2)  Notwithstanding  any  other  provision 
of  this  contract,  when  the  amount  for  which 
the  Contractor  shall  be  entitled  to  reim¬ 
bursement  equals  the  maximum  amount  the 
Government  has  agreed  to  reimburse  the 
Contractor  under  this  contract  and  any  mod- 
thereto,  the  Contractor  shall  not 
be  expected  or  required  to  incur  further 
expenses  or  obUgations  under  paragraph  (b) 
^mis  Article  unless  and  until  the  Govern¬ 
ment  first  Increases  the  maximum  amount 
et^ndated  In  paragraph  (b)  by  appropriate 
thereof,  nor  shall  the  Govern¬ 
ment  be  obligated  to  reimburse  the  Contrac¬ 
tor  for  expenses  beyond  that  amount. 

(e)  Final  payment.  Upon  completion  of 
the  work  and  Its  acceptance  by  the  Govern¬ 
ment,  and  upon  the  furnishing  by  the  Con- 
trsotor  of  a  release.  In  such  form  and  with 
such  exceptions  as  may  be  approved  by  the 
Contracting  officer,  of  all  claims  against  the 
Government  under  or  arising  out  of  this  con¬ 
tract,  the  Government  shall  promptly  pay 
to  the  Contractor  the  unpaid  balance  of  the 
lump-sum  compensation  and  reimbursable 
costs  less  (1)  deductions  due  under  the  terms 
of  tills  contract,  and  (11)  any  sum  required 
to  settle  any  unsettled  claim  which  the  Gov¬ 
ernment  may  have  against  the  Contractor  in 
oMinectlon  with  this  contract. 

(f)  Supporting  documents.  Claims  for  pay¬ 
ment  shall  be  accompanied  by  sqch  support¬ 
ing  documents  and  justifications  as  the 
Contracting  Officer  shall  prescribe. 

(g)  Records  and  accounts  relating  to  re¬ 
imbursable  costs — Inspection  and  audit.  The 
Contractor  agrees  to  keep  books  of  account, 
records,  documents,  and  other  evidence  bear¬ 
ing  on  costs  which  are  relmbiu^able  under 
the  provisions  of  the  paragraph  entitled  “Re¬ 
imbursement  for  certain  costs.”  The  method 
of  accounting  employed  by  the  Contractor 
with  reference  to  such  costs  shall  be  subject 
to  the  approval  of  the  Commission,  but  no 
material  change  shall  be  required  therein  If 
It  conforms  to  generally  accepted  accounting 
practice.  All  such  books  of  account,  records, 
documents,  and  other  evidence  relating  to 
such  reimbursable  costs  shall  be  subject  to 
Inspection  and  audit  by  the  Commission  at 
all  reasonable  times,  and  the  Contractor  shall 
afford  the  Commission  proper  facilities  for 
such  Inspection  and  audit.  Subject  to  such 
other  disposition  as  may  be  agreed  upon  by 
the  Contractor  and  the  Commission,  the  Con¬ 
tractor  shall,  for  a  period  of  three  (3)  years 
after  final  payment  under  this  contract,  or 
of  the  time  periods  for  the  particular  records 
specified  In  Part  1-20  of  the  Federal  Proctire- 
mentRegmatlons  (41  CFR  Part  1-20) ,  whlch- 
*T«r  expiree  earlier,  preserve  such  of  the 
t*ook8  of  account,  records,  dociunents,  and 
other  evidence  relating  to  reimbursable  costs 


as  are  not  f\umlshed  by  the  Contractor  to 
the  Government  In  support  of  payments 
under  the  contract. 

Article  VI — Examination  of  records.  Insert 
contract  clause  as  set  forth  In  §  9-7.5004-10. 

Article  VII — State  and  local  taxes.  Insert 
contract  clause  as  set  forth  In  FPR  1-11.401-1. 

Article  VIII — Assignment.  Insert  contract 
clause  set  forth  In  §  9-7.5006-46. 

Article  IX — Responsibility  for  design  and 
working  drawings  and  specifications.  The 
granting  of  approvals  by  the  Commission  un¬ 
der  the  paragraph  entitled  "Statement  of 
architect -engineer  services”  of  the  clause  en¬ 
titled  “Statement  of  work”  shall  not  affect 
the  responsibility  of  the  Contractor  for  the 
design,  nor  for  the  correctness  of  working 
drawings  and  spieclficatlons. 

Article  X — Subcontracts.  The  Contractor 
hhali  not  enter  into  any  contractual  commit¬ 
ment  to  a  third  i>arty  which  Involves  the 
performance  In  whole  or  In  part  of  a  si)eclfic 
part  of  the  work  described  in  paragraph 
entitled  “Statement  of  architect-engineer 
services”  In  the  article  entitled  "Statement  of 
work”  without  the  written  approval  of  the 
Contracting  Officer.  However,  this  article  is 
not  applicable  to  a  contract  of  employment. 

Note:  Paragraph  (c)  of  §  9-7.5006-29 
should  be  Included  In  the  contract  If  deemed 
deemed  necessary. 

Article  XI — Contractor’s  organization.  In¬ 
sert  contract  clause  set  forth  In  §  9-7.5006-6. 

Note:  For  off-slte-archlteot-englneer  con¬ 
tracts,  substitute  the  following  for  paragraph 
(b): 

“A  competent  supervising  representative 
of  the  Contractor  satisfactory  to  the  Con¬ 
tracting  Officer  shall  be  In  charge  of  the 
work  at  all  times.” 

Article  XII — Key  personnel.  Insert  con¬ 
tract  clause  set  forth  In  §  9-7.5007-2. 

Article  XIII — Patents.  Insert  contract 
clause  set  forth  In  S  9-9.5003. 

Note:  The  patent  clause  should  not  be 
departed  from  except  on  the  advice  of  the 
Field  Patent  Group,  oir  In  the  absence  of 
such  Group,  on  the  advice  of  the  Office  of 
the  Assistant  General  Counsel  for  Patents. 
In  each  case  it  will  be  necessary  to  determine 
whether  or  not  it  will  be  appropriate  to  add 
the  Indemnity  clause,  with  or  without  modi¬ 
fications.  Note:  The  patent  Indemnity  clause 
Is  Clause  16  of  Standard  Form  23A.  For 
modifications  to  this  Indemnity  clause  see 
Note  “A”  under  Article  XIX,  Patent  Indem¬ 
nity,  §  9-16.5002-4. 

Article  XIV — Security.  Insert  contract 
clause  set  forth  In  !  9-7.6004-11. 

Note  :  The  security  clause  Includes  a  para¬ 
graph  to  the  effect  that  the  Contractor  agrees 
to  conform  to  all  security  regulations  and 
requirements  of  the  AEC.  To  the  maximum 
extent  feasible,  specific  security  regulations 
and  requirements,  which  are  not  expressly 
set  forth  in  the  security  clause  but  to  which 
the  Contractor  may  become  subject  under 
the  paragraph  referred  to  above,  shall 
either  be  set  forth  or  Incorporated  by  ref¬ 
erence  in  an  appendix  to  the  contract. 

Article  XV — Disputes.  Insert  contract 
clause  set  forth  In  FPR  1-7.101-12. 

Article  XVI — Labor. 

(a)  Contract  Work  Hours  Standards  Act — 
Overtime  Compensation.  Insert  contract 
clause  set  forth  In  FPR  1-12.303  with  the 
modification  necessary  If  §  9-12.103-61 

•  applies. 

(b)  Equal  opportunity.  Insert  contract 
clause  set  forth  In  FPR  1-7.101-18. 

(c)  Convict  labor.  Insert  contract  clause 
set  forth  In  FPR  1-12.203. 

Article  XVII — Covenant  against  contingent 
fees.  Insert  contract  clause  set  forth  In  FPR 
1-1.603. 

Article  XVIII — Officials  not  to  benefit. 
Insert  contract  clause  set  forth  In  FPR 
1-7.101-19. 


Article  XIX — Safety,  health,  and  fire  pro¬ 
tection.  Insert  contract  clause  set  forth  in 
§  9-7.6006-47. 

Article  XX — Permits.  Insert  contract  clause 
set  forth  In  {  9-7.6006-48. 

Article  XXI — Termination.  Insert  contract 
clause  as  set  forth  in  §  9-8.762. 

Article  XXII — Renegotiation.  Insert  con¬ 
tract  clause  set  forth  in  §  9-7.5004-20  If  the 
Contract  Is  subject  to  the  Renegotiation  Act 
of  1951,  as  amended. 

Article  XXIII — Classification.  Insert  con¬ 
tract  clause  set  forth  In  §  9-7.6004-21  when 
required. 

Article  XXIV  [Reserved] 

Article  XXV — Utilization  of  small  business 
concerns.  Insert  contract  clause  set  forth  In 
FPR  l-1.710-3(a)  under  the  conditions  and 
In  the  manner  prescribed  In  that  section. 

Article  XXVI — Small  business  subcon¬ 
tracting  program.  Insert  contract  clause  set 
forth  In  FPR  1-1 .710-3  (b)  under  the  condi¬ 
tions  and  In  the  manner  prescribed  In  that 
section. 

Article  XXVII — Utilization  of  concerns  in 
labor  surplus  areas.  Insert  contract  clause  set 
forth  In  FPR  l-1.805-3(a)  under  the  condi¬ 
tions  and  In  the  manner  prescribed  In  that 
section. 

Article  XXVIII — Labor  surplus  area  sub¬ 
contracting  program.  Insert  contract  clause 
set  forth  In  FPR  1-1.805-3  (b)  under  the  con¬ 
ditions  and  In  the  manner  prescribed  In  that 
section. 

Article  XXIX — Property.  If  the  Govern¬ 
ment  furnishes  the  Contractor  property,  or 
authorizes  the  Contractor  td  procure  prop¬ 
erty  (such  as  office  fvirnltiire  and  equip¬ 
ment)  ,  a  property  clause  should  be  included 
similar  to  the  one  In  5  9-7.5006-27. 

Article  XXX — Reports.  (TTie  nature  and 
quantity  of  any  reports,  such  as  reports  of 
the  progress  of  the  architect-engineer  work, 
which  will  be  required  of  the  Contractor 
shall  be  set  forth  In  this  article  or  Incor¬ 
porated  by  reference  In  this  article  and  In 
an  appendix  to  be  attached  to  the  contract. 
Contracting  Officers  will  be  expected  to  re¬ 
quire  In  most  cases  that  reports  be  furnished 
at  Intervals  disclosing  the  progress  of  the 
architect-engineer  work.) 

Article  XXXI — Alterations  and  additions. 
The  following  alterations  In  or  additions  to 
the  provisions  of  this  form  of  contract  were 
made  prior  to  the  execution  of  the  contract 
by  the  parties: 


In  witness  whereof,  the  parties  hereto  have 
executed  this  contract  as  of  the  day  and 
year  above  written. 

United  States  or  Amekica 
By . 


(TlUe) 

United  States  Atomic 
Energy  Commission 

(Contractor) 

By - - 

(Title) 

I, _ _  certify  that  I 

(Attester) 

am  the _ _ _ of  the  Con- 

( Title) 

tractor  named  under  this  Contract;  that 

_  who  signed  this 

(Signatory) 

contract  on  behalf  of  said  Contractor  was 

then* _ of  said  Con- 

(Tltle) 

tractor;  that  this  contract  was  duly  signed 
for  and  on  behalf  of  said  Contractor  by 
authority  of  its  governing  body  and  Is  within 
the  scope  of  Its  legal  powers. 
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In  wltnesa  whereof,  I  have  hereunto  affixed 
my  hand  and  the  seal  of  said  Contractor. 

[seal]  _ 

§  9—16.5002—7  Outline  of  a  letter  con¬ 
tract. 

1.  Contract  number,  date,  name,  and  ad¬ 
dress  of  Contractor. 

2.  Direction  to  Contractor  to  proceed  im¬ 
mediately  to  furnish  the  supplies  or  to  per¬ 
form  the  work  specified,  followed  by  as  de¬ 
tailed  description  of  the  supplies  to  be 
furnished  or  work  to  be  performed  as  is 
practicable,  together  with  desired  delivery 
date  or  date  of  completion. 

3.  Provision  that  letter  contract  contains 
and  resulting  definitive  contract  will  con¬ 
tain  all  applicable  provisions  required  by 
Federal  Law,  Executive  Order,  or  regulations. 

4.  Provision  for  (a)  submission  by  the 
Contractor  of  a  quotation  and/or  estimate 
supported  by  a  cost  breakdown  and  agree¬ 
ment  to  enter  into  negotiation  of  a  defini¬ 
tive  contract  Immediately  and  (b)  type  of 
definitive  contract  to  be  used. 

6.  Provision  for  (a)  approval  by  the  Con¬ 
tracting  Officer  of  subcontracts  and  purchase 
orders  of  specified  types  and  dollar  limits 
as  required  by  Subpart  9-61.2  and  (b)  dollar 
limitation  on  total  amount  the  Contractor 
may  expend  or  obligate  pending  execution 
of  the  definitive  contract. 

6.  Time  limit  within  which  letter  con¬ 
tract  will  be  superseded  by  definitive  con¬ 
tract  (normally  within  120  days).  Provision 
for  termination  either  (a)  at  any  time  for 
the  convenience  of  the  Government,  or  (b) 
in  event  the  parties  fail  to  agree  upon  the 
terms  of,  and  to  execute,  a  definitive  con¬ 
tract  within  the  time  specified  on  any 
extension. 

7.  Provision  for  the  reimbursement  of  the 
Contractor  for  all  reasonable  and  necessary 
costs  for  work  performed  when  the  termina¬ 
tion  is  for  the  convenience  of  the  Govern¬ 
ment  or  in  the  event  the  parties  fall  to  a^ee 
upon  the  terms  of  a  definitive  contract 
within  the  time  specified,  or  any  extension 
thereof.  In  the  latter  case  the  provision 
should  exclude  the  payment  of  profit  or  fee. 

8.  The  total  payments  under  paragraph  7 
above  shall  be  limited  to  the  total  dollar 
amount  authorized  to  be  expended  by  the 
letter  contract  and  shall  be  contingent  upon 
transfer  of  title  to  the  Government  of  all 
material  (including  specifications  and  draw¬ 
ings)  ,  tools,  machinery,  and  work  in  process 
for  which  the  Contractor  is  receiving  reim¬ 
bursement  or  the  obtaining  of  an  appropriate 
disposal  credit  to  the  Government  for  them. 

9.  Appropriate  security  provisions. 

10.  Appropriate  tax  provisions. 

11.  Appropriate  disputes  provisions. 

12.  Appropriate  examination  of  records 
provisions. 

13.  Provision  against  assignment  without 
prior  approval  in  writing  of  the  Contracting 
Officer. 

Note:  Ordinarily,  letter  contracts  will  not 
contain  any  provision  for  payments  to  the 
Contractor,  except  in  the  event  of  its  termi¬ 
nation,  since  it  is  contemplated  that  a  defini¬ 
tive  contract  will  be  executed  within  a  short 
period  of  time.  If  it  becomes  necessary  to 
provide  for  such  payments  in  the  letter  con¬ 
tract,  such  additional  provisions  as  are 
necessary  for  the  protection  of  the  Gov¬ 
ernment’s  Interest  shall  be  Included. 

§  9—16.5002—8  Outline  of  special  re¬ 
search  support  agreement  with  edu¬ 
cational  institutions. 

Contract  No _ 

This  agreement,  entered  into  the _ 

day  of  _ _  19..,  effective  the 

_  day  of  _ _  19__,  by  and 

between  the  United  States  of  America  (here¬ 
inafter  referred  to  as  the  "Government") ,  as 


represented  by  the  US.  Atomic  Energy  Com¬ 
mission  (hereinafter  referred  to  as  the  “Com¬ 
mission”),  and  - 

(hereinafter  referred  to  as  the  “Contractor”) . 

Wltneseeth  That: 

Whereas  the  Commission  desires  to  have 
the  Contractor  perform  certain  research  work, 
as  hereinafter  provided;  and 

Whereas,  this  agreement  is  a\iithorlzed  by 
the  Atomic  Energy  Act  of  1954,  as  amended, 
and  section  302(c)  (16)  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended; 

Now,  therefore,  the  parties  agree  as  follows: 
Article  I — The  Research  To  Be  Performed 

(a)  The  Contractor  shall,  to  the  best  of  its 
ability,  furnish  personnel,  facilities,  equip¬ 
ment,  materials,  supplies,  and  services,  except 
such  as  are  furnished  by  the  Government, 
necessary  for  the  performance  of  the  re¬ 
search  provided  for  in  Appendix  A  hereto, 
and  shall  perform  the  research  and  report 
thereon  pursuant  to  the  provisions  of  this 
contract.  It  is  understood  tha/t  Appendix  A, 
a  guide  to  the  performance  of  this  contract, 
may  be  deviated  from  by  the  Contractor  sub¬ 
ject  to  the  specific  requlremente  of  this 
contract. 

(b)  This  work  shall  be  conducted  under 

the  direction  of _ or 

such  other  member  of  the  Contractor’s  staff 
as  may  be  mutually  satisfactory  to  the 
parties. 

Note  A:  ’The  description  of  the  research 
in  Appendix  A  may  be  omitted  and  Appendix 
A  appropriately  modified  to  incorporate,  by 
pertinent  references  to  the  proposal  or  other 
documents,  the  type  of  data  necessary  to 
describe  the  research  as  called  for  by  Ap¬ 
pendix  A;  and  where  there  is  no  cost  sharing, 
other  features  may  be  referenced  in  lieu  of 
insertion  In  Appendix  A.  In  such  cases,  the 
referenced  material  vdll  be  retained  as  part 
of  the  permanent  oontract  file. 

Article  n — ’The  Period  for  Performance 
The  period  of  performance  under  this  con¬ 


tract  shall  commence  on _ 19 _ 

and  expire  on _ 19--.  Perform¬ 


ance  may  be  extended  for  additional  periods 
by  the  mutual  written  agreement  of  the 
parties.  It  is  presently  expected  that  this 
oontract  will  be  extended  by  mutual  agree¬ 
ment  until  _ 19--.' 

Article  III — Consideration 

(a)  In  full  consideration  of  the  Contrac¬ 
tor’s  performance  hereunder,  the  Commission 
shall  furnish  the  equipment,  supplies,  ma¬ 
terials,  and  services,  if  any,  listed  in  Article 
A-II(b)  (2)  and  pay  the  Contractor  the  sum 

of  $ - ,  hereinafter  called  the  "Support 

Celling”  which  sum  shall  be  subject  to  ad¬ 
justment  as  hereinafter  provided. 

(b)  Payments  to  the  (3ontractor  shall 
equal  the  “Cumulative  Support  Cost”  of 
performance  of  this  contract,  as  the  term 
“Cumulative  Support  Cost”  is  defined  in 
Article  B-XXVII:  *  Provided,  however.  And 

^Thls  sentence  is  optional  and  may  be 
omitted. 

» TTie  term  Cumulative  Support  Cost  refers 
to  the  cost  of  items  imder  A-II(a)  of  Appen¬ 
dix  A,  for  the  initial  oontract  period  plus 
any  extension  periods,  that  may  be  properly 
chargeable  to  the  AEC.  If  proportionate  cost- 
sharing  is  Involved,  the  Support  Cost  is  the 
AEC’s  share  of  such  costs,  and  it  does  not 
Include  the  cost  of  items  excluded  from 
Article  A-II(a),  such  as  items  to  be  con¬ 
tributed  solely  by  the  Contractor  or  property 
to  be  furnished  by  the  Government.  Charges 
to  the  AEC  will  be  reported  after  the  con¬ 
clusion  of  each  contract  period  set  forth 
in  Appendix  A  (generally  an  annual  period) ; 
in  addition  to  the  limitations  on  charges  to 
the  AEC  provided  for  by  this  Article  m, 
charges  to  the  AEC  for  a  specified  contract 


notwithstanding  any  other  provision  of  thU 
contract,  that  the  Government’s  monetarv 
liability  under  this  contract  shall  not  exo^ 
the  Support  Celling  specified  in  (a)  above 
The  Commission  shall  not  pay  more  t.hnn  tjjj 
Support  Celling  or  an  amount  equal  to  the 
Cumulative  Support  Cost,  whichever  is  lees 
’The  Contractor  shall  be  obligated  to  perform 
under  this  contract  throughout  the  agreed- 
upon  period  of  performance,  and  to  bear  all 
costs  which  the  Commission  has  not  agreed 
to  pay:  Provided,  however,  ’That  the  Con¬ 
tractor  shall  have  the  right  to  cease  to  peri 
form  the  research  provided  for  in  this  coni 
tract,  upon  written  notice  to  the  Conunlaalon 
to  that  effect,  at  any  time  when  or  after 
the  CumtUatlve  Support  Cost  equals  or  ex¬ 
ceeds  the  Support  Celling. 

(c)  ’The  Support  Celling  specified  in  (a) 
above  may  be  revised  as  the  parties  may 
mutually  agree  in  vindtlng.  In  the  event  the 
stated  period  of  contract  performance  la 
extended,  the  Support  Celling  will  be  revised 
to  refiect  any  increased  Commission  support 
for  the  extended  period  or  periods. 

(d)  Upon  termination,  or  expiration  of  the 
total  period  of  performance,  the  Contractor 
shall  promptly  refund  to  the  Commission 
(or  make  such  disposition  as  the  Commission 
may  in  writing  direct)  any  sums  paid  by 
the  Commission  to  the  Contractor  under  this 
contract,  through  direct  payment  or  under 
letter  of  credit,  in  excess  of  the  ciunulatlve 
Support  Cost  Incurred  in  performance  under 
the  contract. 

Article  IV — Additional  Contract 
Provisions 

Appendix  B  attached  hereto  and  made  a 
part  hereof,  sets  forth  additional  general  con¬ 
tract  provisions  of  this  contract. 

Article  V — Government  Property 

The  following  items  of  property  procured 
or  fabricated  by  the  Contractor  are  hereby 
listed  as  “Government  Property.”  [List  all 
property  and  equipment,  title  to  which  Is 
to  remain  in  the  Government.  Insert  the 
word  “none”  if  title  to  all  of  the  property  Is 
to  be  vested  in  the  Contractor:  If  title  to 
property  procured  or  fabricated  by  the  Con¬ 
tractor  is  to  remain  in  the  Government,  add 
appropriate  provisions  for  payment  for  such 
property  from  plant  and  equipment  funds. 
Such  funds  should  be  in  addition  to,  and  not 
a  part  of,  the  “Support  Celling”  funds  pro¬ 
vided  under  Article  III.] 

In  witness  whereof,  the  parties  have 
executed  this  contract. 

United  States  of  America 
By . . . 


(Title) 

United  States  Atoahc 
Energy  Commission 


(Contractor) 
By.— . . 


(Title) 

period  may  not  exceed  110  percent  of  the 
estimated  Support  Cost  for  that  contract 
period  except  as  approved  by  the  AEC  (see 
Article  B-XXVIII) .  ’The  estimated  Support 
Cost  for  eemh  pertinent  period  of  contract 
performance  will  be  set  forth  in  Article 
A-III.  If  Article  A-III  of  Appendix  A  provides 
that  the  cost  of  the  items  listed  under  Article 
A-II(a)  is  to  be  proportionately  shared  by 
the  parties,  the  charges  to  the  AEC  shall  be 
determined  by  applying  the  AEC's  sharing 
percentage  set  forth  In  Article  A-in  to  the 
cost  for  items  under  Article  A-II  (a)  incurred 
during  the  specified  contract  period;  such 
charges  to  the  AEC  shall  also  be  subject  to 
the  110  percent  limitation  mentioned  above 
as  well  as  to  the  provisions  of  this  Arltcle  in. 
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_ _ _  certify  that  I 

'  *"*  (Attester) 

unthe . . . -oftheCon- 

(Title) 

tractor  named  under  this  contract;  that 

_  who  signed  this 

. (Signatory) 

contract  on  behalf  of  said  Contractor  was 

_ of  said  Con- 

(Tltle) 

tractor;  that  this  contract  was  duly  signed 
for  and  on  behalf  of  said  Contractor  by 
authority  of  Its  governing  body  and  Is  within 
the  scope  of  Its  legal  powers. 

In  witness  whereof,  I  have  hereunto  affixed 
my  band  and  the  seal  of  said  Conta-actor. 
[skal]  - 

Contractor - - - 

Contract  No - 


Appendix  A 


jtor  the  contract  period  - 

through - 

Article  A-I.  Research  to  be  performed  by 
Contractor.  [Insert  description  of  research 
activity  and  state  the  approximate  percentage 
of  time  or  effort  which  the  principal  In¬ 
vestigator  (s)  expects  to  devote  to  the  work.] 
Article  A-II.  Ways  and  means  of  perform¬ 
ance. 

[Ihe  listings  under  (a) ,  (b) ,  and  (c)  be¬ 
low  should  be  In  a  form  to  permit  determlna- 
tKm  of  which  Items  of  cost  are  to  be  charge¬ 
able  to  AEC  or  proportionately  shared,  and 
which  Items  are  to  be  contributed  solely  by 
the  Contractor  or  solely  by  the  AEC;  the 
listing  should  also  permit  application  of  the 
approval  requirements  of  the  contract.  Ex¬ 
cessive  detail  in  listing  should  be  avoided.] 

(a)  Items  for  which  support  will  be  pro¬ 
vided  as  Indicated  In  A-III,  below.  [Do  not 
Include  In  this  paragraph  (a)  any  Items 
which  are  to  be  contributed  solely  by  the 
Contractor;  see  §  9-4.5107-2 (c).] 

(1)  Salaries  and  wages.  [List  categories  of 
personnel,  according  to  sclentlQc  discipline 
or  other  designation,  and  the  number  of  per- 
simnel  In  each  category  expected  to  partici¬ 
pate  In  the  research  work.  If  any  stipulated 
ttlary  support  amounts  for  professional  staff 
members  are  established  In  accordance  with 
iM.610O-3a,  the  stipulated  amounts,  alpng 
with  any  limitations  or  requirements  on  the 
use  of  such  stipulated  amounts  (see  S  9- 
4.6106-3a(c) )  should  be  provided  for  In  the 
contract.] 

(2)  Supplies  and  materials.  [List  sepa- 
latNy  any  significant  Items  of  a  special 
nature.] 

(3)  Equipment  to  be  purchased  or  fabri¬ 
cated  by  the  CJontractor.  [List  equipment  to 
he  purchased  or  fabricated  by  the  Contrac¬ 
tor  and  for  which  title  Is  bo  remain  In  the 
Contractor  and  state  the  total  dollar  amount 
budgeted  for  such  equipment.  Such  equip¬ 
ment  may  be  set  forth  In  general  classilloa- 
tlons  as  specifically  as  possible  If  It  Is  not 
feasible  to  list  them  Individually.  However, 
any  Individual  piece  of  equipment,  the  esti¬ 
mated  cost  of  which  Is  over  $1,000,  will  be 
separately  Identified.  Except  where  the  con¬ 
tract  may  otherwise  specifically  provide, 
equipment  for  the  purpose  of  this  paragraph 
A-n  shall  mean  an  Item  of  personal  property 
hiving  a  useful  life  expectancy  In  excess  of 
1  year  and  an  acquisition  cost  In  excess  of 
1100. 1 

(4)  Publications. 

(5)  Travel. 

(6)  Other. 

[list  separately  each  significant  type  of 
cost  Included  In  this  category.  Indicate 
briefly  the  kinds  of  costs  that  will  not  be 
separately  Identified.] 

(7)  Indirect  costs  based  upon  predeter¬ 
mined  rate  of _ percent. 


[Show  factor  or  factors  of  cost  to  which 
rate  applies — generally,  direct  salaries  and 
wages.] 

(b)  Items,  If  any,  significant  to  the  i>er- 
formance  of  this  contract,  but  excluded  from 
computation  of  Support  Cost  and  from  con¬ 
sideration  In  proportioning  costs.  [See  S  9- 
4.5107-2  (c).] 

(1)  Items  to  be  contributed  by  the  Con¬ 
tractor.  In  accordance  with  Article  B-II(c), 
If  a  proposed  Contractor  contribution  Is  In¬ 
cluded  In  this  paragraph  (b)(1),  the  Con¬ 
tractor  shall  maintain  records  adequate  to 
permit  the  Commission  to  determine  the 
extent  of  the  contribution.  If  the  time  or 
effort  of  the  principal  Investigator  (s)  Is  to 
be  contributed  by  the  Contractor  and  ex¬ 
cluded  from  A-II(a)  and  A-II(b),  the  con¬ 
tributed  time  or  effort  should  be  listed  imder 
A-II(c) . 

(2)  Items  to  be  contributed  by  the 
Government. 

(c)  Time  or  effort  of  principal  Investiga¬ 
tor  (s)  contributed  by  Contractor  but  ex¬ 
cluded  from  computation  of  Support  Cost 
and  from  consideration  In  proportioning 
costs.  [Where  covered  tmder  A-II(a)  or 
A-II(b)(l)  above,  state:  “None.”  See 
§  9-4.5107-2 (d) .] 

Article  A-m.  The  total  estimated  cost  of 
Items  under  A-n  (a)  above  for  the  contract 


furtherance  of  the  research  work  under  this 
contract.  In  the  event  a  contractor  con¬ 
tribution  Is  listed  In  Article  A-II(b),  the 
Contractor  shall  maintain  records  adequate 
to  permit  the  Commission  to  determine  the 
extent  of  the  contribution.  If  professional 
staff  members  are  Included  under  Article  A- 
11(b),  the  Contractor  shall  maintain  records 
on  such  personnel  In  accordance  with  the 
payroll  distribution  procedure  of  section 
J  7.b.  of  BoB  Circular  No.  A-21. 

(d)  The  Commission  shall  at  all  reason¬ 
able  times  be  afforded  access  to  the  premises 
and  to  these  books  and  records  and  to  re¬ 
lated  correspondence,  receipts,  vouchers, 
memoranda,  and  other  data  of  the  Con¬ 
tractor;  and  the  Contractor  shall  preserve 
such  books  and  papers,  without  additional 
compensation  therefor,  for  a  period  of  three 
(3)  years  after  completion  of  this  contract. 

ARTICLE  B-ni - PUBLICATION  OP  RESULTS 

(a)  Research  results  obtained  under  this 
contract  shall  be  made  available  to  all 
through  normal  and  accepted  channels  wlth- 
ovft  restriction  except  that  no  Restricted 
Data  as  defined  In  the  Atomic  Energy  Act  of 
1954,  as  amended,  or  other  classified  In¬ 
formation  shall  be  disclosed  to  unauthor¬ 
ized  persons.  Published  results  shall  Indicate 
that  the  research  was  supported  by  the  Corn- 


period  stated  In  this  Appendix  A  Is  $ - ;  mission. _ copies  of  each  article  sub- 


the  Commission  will  pay _ percent  of 

the  actual  costs  of  these  Items  Incurred  dur¬ 
ing  the  contract  period  stated  in  this  Appen¬ 
dix  A,  subject  to  the  provisions  of  Article  ni 
and  Article  B-XXVII.  The  estimated  AEC 
Support  Cost  for  the  contract  period  stated 
In  this  Appendix  A  Is  $ _ _ 


Contractor:  _ 
Contract  No. . 


For  the 
through _ 


Appendix  B 
contract 


mltted  by  the  Contractor  for  publication 
shall  be  promptly  sent  to  the  Commission. 
The  Contractor  shall  also  Inform  the  Com¬ 
mission  when  the  article  Is  published  and 

furnish  _  copies  of  the  article  as 

finally  published. 

Note:  In  determining  the  numbers  of 
copies  to  be  required,  reference  should  be 
made  to  I  9-4.6109-8. 

(b)  It  Is  recognized  that  during  the  course 
of  the  work  hereunder  or  subsequent  thereto, 
the  Contractor,  Its  employees,  or  Its  subcon- 
pe  tractors,  may  from  time  to  time  desire  to 

publish,  within  the  limit  of  security  re¬ 
quirements,  Information  regarding  technical 
or  scientific  developments  arising  In  the 
course  of  the  contract.  In  order  that  public 
disclosure  of  such  Information  will  not  ad¬ 
versely  affect  the  patent  Interest  of  the 
Commission,  patent  approval  for  release  shall 
be  secured  from  the  Commission  prior  to  any 
such  publication. 

(In  contracts  for  Theoretical  Physics,  High 
,  Energy  Physics,  Medium  Energy  and  Neutron 
Physics,  Mathematics,  Computer  Techniques 
and  Programing,  Medical  Studies,  Biological 
Studies,  Ecological  Studies,  Meteorology, 
Solid-State  Physics,  Geology,  Radiation  Ef¬ 
fects,  Theoretical  Chemistry,  Analytical 
Chemistry,  Crystal  Structure,  Spectroscopy, 
Thermodynamics,  Chemical  Kinetics,  Haz¬ 
ards  Evaluation,  Liquid-State  Studies,  Cryo¬ 
genics,  Environmental  Stream  Pollution,  and 
Site  Selection,  the  following  provision  may 
be  substituted  for  the  last  sentence  of 
Article  B-in.) 

“In  order  that  public  disclosure  of  such 
information  will  not  adversely  affect  the 
patent  Interest  of  the  Commission,  such  In¬ 
formation  shall  be  withheld  from  public 
disclosure  If  it  discloses  an  Invention,  or  dis¬ 
covery  which  shall  be  promptly  reported  to 
the  Commission,  and  in  such  case.  It  shall  be 
withheld  for  a  period  of  four  (4)  months 
after  submission  of  the  Information  to  the 
Commission  for  patent  review  and  possible 
patent  application,  unless  the  Commission 
approves  earlier  release.” 


ARTICLE  B-I - DEFINmONB 

(a)  The  term  “Commission”  means  the 
17.8.  Atomic  Energy  Commission  or  any  duly 
authorized  representative  thereof.  Includ¬ 
ing  the  contracting  officer  except  for  the  pur¬ 
pose  of  deciding  an  appeal  under  the  article 
entitled  “Disputes.” 

(b)  The  term  “Contracting  Officer”  means 
the  person  executing  this  contract  on  behalf 
of  the  Government  and  Includes  his  suc¬ 
cessors  or  any  duly  authorized  representa¬ 
tive  of  any  such  person. 

(fe)  Except  as  otherwise  provided  In  this 
contract,  the  term  “subcontracts”  includes 
purchase  orders  under  this  contract. 

ARTICLE  B-n — INSPECTION,  REPORTS,  RECORDS, 
AND  ACCOUNTS 

(a)  The  Commission  shall  have  the  right 
to  Inspect,  In  such  manner  and  at  all  rea¬ 
sonable  times  as  It  deems  appropriate,  all 
activities  of  the  Contractor  arising  In  the 
course  of  Its  undertakings  under  this 
contract. 

(b)  The  Contractor  shall  make  progress 
and  other  reports  In  such  manner  and  at 
such  times  as  specified  In  Article  B-XXI.  The 
Contractor  shall  also  make  such  other  reports 
to  the  Commission,  with  respect  to  its  activ¬ 
ities  under  this  contract,  as  the  Commission 
may  reasonably  require  from  time  to  time. 

(c)  The  Contractor  agrees  to  keep  records 
and  books  of  account.  In  accordance  with 
generally  accepted  accounting  principles  and 
practices,  and  consistent  with  the  require¬ 
ments  of  BoB  Circular  No.  A-21  as  consti¬ 
tuted  on  the  effective  commencement  date  of 
the  contract  period,  covering  Its  costs  and 
expenditures  for  Items  Included  under  Arti¬ 
cle  A-II  (a)  of  Appendix  A  and  which  are  In 


ARTICLE  B-IV — DISCLOSURE  OF  INFORMATION 

Insert  S  9-7.6004-22. 

ATICLE  B-V  RESPONSIBILITY  FOR  THE  WORK 

(a)  The  Contractor  is  solely  responsible 
for  the  conduct  of  the  work. 
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(b)  In  Instances  where  the  carrying  out 
of  the  contract  work  Involves  a  Commission 
license,  the  provisions  of  the  pertinent  li¬ 
cense  shall  prevail  over  any  Inconsistent  pro¬ 
visions  of  this  contract. 

AKTICLE  »-VI — ^FZIXOWSHIPS 

The  Contractor  agrees  that,  unless  the 
Commission  shall  give  Its  prior  written  ap¬ 
proval,  the  Contractor  shall  not  use  any  of 
the  funds  provided  by  the  Commission  under 
this  contract  to  pay  the  stipend  of  any  i^- 
polntment  for  which  commensurate  serv¬ 
ices  are  not  rendered  under  this  contract  or 
to  pay  any  part  of  the  stipend  of  a  fellow¬ 
ship  of  any  kind. 

AancLE  B-vn — wkitten  matcbial 

(a)  The  Contractor  hereby  grants  to  the 
Government  a  royalty-free,  nonexclusive.  Ir¬ 
revocable  license  to  reproduce,  translate,  pub¬ 
lish,  use  and  dispose  of,  and  to  authorize 
others  to  do  so,  all  copyrightable  material 
produced  or  composed  or  delivered  to  the 
Government  or  Its  designees  under  this  con¬ 
tract,  incdudlng  work  not  first  produced  or 
composed  by  the  Contract(»’  In  the  course  of 
performance  under  this  contract  but  Incor- 
pcM-ated  In  the  material  produced  or  composed 
or  delivered  under  this  contract  (but  only  to 
the  extent  that  the  Contractor  now  has,  or 
prior  to  final  settlement  of  the  contract  may 
have,  the  right  to  grant  such  license  to  such 
previously  produced  or  composed  work  with¬ 
out  becoming  liable  to  pay  compensation  to 
others  solely  because  of  such  grant) . 

(b)  The  Contractor  agrees  that  except  as 
the  Commission  may  otherwise  specifically 
authorize  In  writing,  the  Contractor  will  not 
Include  in  any  report  or  other  material  de¬ 
livered  under  this  contract,  or  In  any  pub¬ 
lished  material  relating  to  the  work  under 
this  contract,  any  copyrighted  material  owned 
by  others  which  such  owners  have  not  con¬ 
sented  to  have  so  Included. 

(c)  The  Commission  will  not  publish  In 
advance  of  the  Contractor's  publication  with¬ 
out  prior  consultation  with  the  Contractor. 

Axnctx  a-vzn — rarxirrs 

Insert  |  9-6.5003  modified  by  deleting  para¬ 
graphs  (d)  and  (e)  and  substituting  there¬ 
for  the  following  paragraph  (d) : 

“(d)  Except  as  otherwise  authorized  In 
writing  by  the  Commission,  the  Contractor 
will  Insert  in  all  subcontracts  and  purchase 
orders  other  than  purchase  orders  for  stand¬ 
ard  commercial  Items,  provlsicms  making  this 
article  applicable  to  the  subcontract  or 
purchase  order.  Exo^t  ss  otherwise  author¬ 
ized  in  writing  by  the  Commission,  the  Con¬ 
tractor  will  insert  in  purchase  orders  for 
standard  commercial  items  a  provision  in¬ 
demnifying  the  Government  against  liability 
for  use  of  any  invention  or  discovery  and  for 
the  Infringement  of  any  Letters  Patent  aris¬ 
ing  by  reason  of  the  purchase,  use,  or 
disposal  by  or  for  the  account  of  the  Gorem- 
ment  of  items  manufactured  or  supplied  un¬ 
der  the  purchase  order.” 

sanciz  B-xx — psopestt  rrxits 

(a)  Except  as  otherwise  provided  in  this 
paragraph  (a)  and  paragraph  (b)  of  this 
▲rtlcie  B-DL.  title  to  all  material,  supplies, 
and  equipment  purchased  or  otherwise  ac¬ 
quired  by  the  Contractor  in  the  performance 
of  its  research  activities  shall  be  and  remain 
in  the  Contractor.  Said  materials,  supplies, 
and  equipment  shall  be  used  for  the  benefit 
of  research  under  this  contract  and  any  ex¬ 
tensions  or  sttoceesor  contracts  hereto:  And 
provided.  There  is  no  interference  with  said 
research,  ahall  be  made  available  for  use  by 
mvesugstors  working  on  any  Federal  re¬ 
search  agreement  at  the  same  location.  Sub¬ 
ject  to  these  priorities,  the  materials,  sup¬ 
plies,  and  equipment  may  be  used  as  the 
Contractor  sriahes  Except  as  otherwise  agreed 


In  writing,  title  to  any  items  of  property 
listed  as  "Government  property”  shall  pass 
directly  to  the  Government;  such  property 
shall  be  subject  to  paragraphs  (b) .  (c) ,  (d) , 

(e) ,  and  (f)  of  this  Article  B-IX. 

(b)  Subject  to  the  mutual  agreement  of 
the  Commission  and  the  Contractor,  the 
Government  may  furnish  the  Contractor 
Items  of  equipment,  materials,  supplies,  or 
facilities  for  use  by  the  Contractor  In  the 
performance  of  the  contract  work;  title  to 
these  Items  shall  remain  In  the  Government 
unless  otherwise  agreed  In  writing.  Such 
Items  of  property  and  the  Items  of  property 
listed  elsewhere  In  this  contract  as  Govern¬ 
ment  property,  are  hereinafter  referred  to  as 
“Government  property.”  Title  to  Govern¬ 
ment  property  shall  not  be  affected  by  the 
Incorporation  or  attachment  thereof  to  any 
property  not  owned  by  the  Government  nor 
shall  any  such  property,  or  any  part  thereof, 
be  cv  become  a  fixttire  or  lose  Its  identity  as 
personalty  by  reason  of  affixation  to  any 
realty. 

(c)  To  the  extent  practicable,  the  Con¬ 
tractor  shall  cause  all  Items  of  Government 
property  to  he  suitably  marked  with  an 
Identlf^g  mark  or  symbol  Indicating  that 
the  Items  are  the  property  of  the  Govern¬ 
ment.  The  Contractor  shall  maintain  at  all 
times  and  in  a  manner  satisfactory  to  the 
Commission  records  showing  the  vise  and 
disposition  of  Government  property.  Such 
records  shall  be  subject  to  Commission  in¬ 
spection  at  all  reasonable  times  and  the 
Commission  shall  be  all  reasonable  times 
have  access  to  the  premises  wherein  any 
Items  of  Government  property  are  located. 
Unless  otherwise  authorized  in  writing  by 
the  Commission,  the  Contractor  shall  use 
Government  property  only  for  the  purposes 
of  this  contract:  Provided,  however.  That  the 
Contractor  is  hereby  authorized  to  use  items 
of  equipment  constituting  Government 
property  for  other  Federal  research  agree¬ 
ments  to  the  extent  such  use  (1)  does  not 
interfere  with  Its  work  under  this  contract, 
(2)  is  not  prohibited  by  provisions  of  the 
other  Federal  agreements,  and  (3)  Is 
promptly  reported  by  the  Contractor  to  the 
Commission  under  this  ocmtract. 

(d)  The  Contractor  shall  promptly  notify 
the  Commission  of  any  loss  or  destruction  of 
or  damage  to  Goverxunent  property.  It  is 
imderstood  that  the  Contractor  shall  not 
be  Uahie  for  any  such  loss,  destruction,  or 
damage,  unless  same  results  from  wilful  mis¬ 
conduct  or  lack  of  good  faith  on  the  pert  of 
any  corporate  officer  of  the  Contractor,  or 
at  one  or  more  of  the  Contractor’s  rep¬ 
resentatives  having  supervision  or  direc¬ 
tion  of  all  or  substantially  all  of  the 
actlvltlee  under  this  contract.  If  the  Con¬ 
tractor  Is  liable  for  any  such  loss,  de¬ 
struction,  or  damage.  It  shall  promptly  ac¬ 
count  therefor  to  the  satisfaction  of  the 
Commission:  If  the  Contractor  Is  not  liable 
therefor,  and  Is  indemnified,  reimbursed,  or 
otherwise  compensated  for  such  loss,  destruc¬ 
tion,  or  damage,  it  shall  promptly  ac¬ 
count  therefor  to  the  satisfaction  of  the 
Commission. 

(e)  With  the  written  approval  of  the  Com¬ 
mission,  the  Contractor  may  sell,  transfer,  or 
otherwise  dispose  of  items  of  Government 
property  to  sticb  parties  and  upon  such 
terms  as  so  approved,  or  itself  acquire  title 
to  Items  of  Covenunent  property  upon  such 
terms  as  may  mutally  agreed  upon  In  writing 
by  the  Contractor  and  the  Commission.  The 
proceeds  of  any  such  disposition,  and  any 
agreed  price  of  any  such  Contractor  ac- 
qulsltioD,  shall  be  paid  by  the  Contractor  to 
the  Government,  or  credited  on  account  of 
Commission  iwyments  to  be  made  under 
this  contract,  as  the  Commission  may  direct. 
Subject  to  the  other  provisions  of  this  con¬ 
tract,  the  Contractor  shall  deliver  Govern- 
meet  property  to  the  Commleslon  upon  re¬ 


quest  (suitably  packed  and  shipped  at  th. 
Government’s  expense) .  * 

(f)  The  Contractor  shall  utilize  f<* 
benefit  of  the  work  under  this  contract 
Items  of  property  available  to  the  Contracta 
by  reason  of  its  activities  under  other  Fed. 
eral  research  agreements  as  are  approptiau 
for  utilization  under  this  contract  pursuant 
to  the  provisions  of  the  pertinent  Federal 
agreements. 

ARTICLE  B-X — TERMINATION  FOR  CONVENmtci 
OP  THE  GOVERNMENT 

Insert  FPR  1-8.704-1. 

ARTICLE  B-XI — PAYMENTS 

(a)  The  Commission  shall  make  payments 
to  the  Contractor  with  respect  to  the  amount 
of  consideration  perscrlbed  In  Article  in  of 
this  contract  as  follows: 

(1)  A  maximum  of  45  percent  of  the  estl- 
mated  AEC  Support  Cost  as  set  forth  in 
Article  A-IIl  of  this  contract  following  ei- 
ecutlon  of  this  contract  (and  following  the 
effectuation  of  each  extended  period). 

(2)  A  maximum  of  an  additional  45  per- 
cent  of  the  estimated  AEC  Support  Cost  ai 
set  forth  In  Article  A-III  of  this  contract  f 
upon  receipt  of  a  request  or  requests  from 
the  Contractor  evidencing  that  the  amount 
requested  Is  then  required  in  connection 
with  the  work  under  the  contract. 

Note:  Subparagraphs  (1)  and  (2)  of  thk 
paragraph  (a)  may  be  revised,  as  deemed 
appropriate  by  the  field  office,  in  accordance 
with  {  9-4.51 12-3 (a). 

(3)  If,  following  submission  of  an  annual  i 
progress  report,  the  contract  Is  to  be  ex¬ 
tended  for  an  additional  period  of  perform¬ 
ance,  an  additional  payment  may  be  k 
the  time  of  execution  of  the  extension  which, 
when  added  to  the  payments  already  Tn»/u 
under  (1)  and  (2)  above  for  the  expiring 
period,  will  not  exceed  the  currently  esti¬ 
mated  AEC  Support  Cost  for  the  expiring 
period;  a  concluding  payment  for  the  per¬ 
tinent  period.  If  appropriate,  may  be  made 
following  submission  of  a  certified  state¬ 
ment  showing  the  AEC  Support  Cost  and 
evidencing  the  Contractor’s  performsnoe 
under  the  contract. 

(4)  If  the  contract  is  not  to  be  extended, 
the  final  payment  of  the  consideration  pro¬ 
vided  for  In  Article  III  of  this  contract  shall 
be  made  following  submission  by  the  Cco- 
tractor  of  a  final  report  required  by  Artlde 
B-XXI,  in  form  and  content  satisfactory  to 
the  Commission,  and  submission  of  a  cer¬ 
tified  statement  showing  the  AEC  Support 
Cost  and  evidencing  the  Contractor^  per¬ 
formance  under  the  contract. 

(b)  The  payments  made  pursuant  to  per- 
agraph  (a)  above  shall  not  prejudice  or 
otherwise  affect  adversely  any  of  the  Oo*- 
emment’s  rights  under  the  contract.  For 
purposes  of  settlement  In  the  event  of 
termination  pursuant  to  Article  B-X  hereof, 
these  payments  shall  not  be  construed  m 
evidentiary,  and  any  excess  payment  to  the 
light  of  Article  B-X  shall  be  prompUy  iw 
turned  to  the  Commission. 

(c)  The  Commission,  at  Its  option,  awT 
Invoke  the  following  with  respect  to  any 
amount  of  the  contract  conslderatloo  »■ 
malnlng  to  be  paid  at  any  given  time: 

(1)  The  Commission  shall  Issue  a  letUr 
of  credit  as  provided  for  by  Treastiry  D^ert-  | 
ment  Circular  No.  1075,  Revised,  of  Feb-  I 
ruary  13,  1967,  under  which  payments  to  tb*  | 
Contractor  with  respect  to  the  amount  d 
consideration  provided  for  In  Article  HI  cf 
this  contract  will  be  made.  The  Contrae** 
agrees  that  the  first  ninety  (90)  percexrt  «f 
the  estimated  AEC  Support  Cost  as  set 
forth  In  Article  A-III  of  the  contract  wlH  b* 
under  the  letter  of  credit  and  wlU  be  so^ 
Ject  to  the  submission  by  the  Contract  » 
a  Payment  Voucher  on  Letter  of 
(TU8  5401),  In  accordance  with  procedura 
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Ijased  upon  Treasury  Department  Circular 
Ho,  1075,  Revised,  of  February  13, 1967,  which 
lie  agreed  to  by  the  parties.  Following  sub¬ 
mission  by  the  Contractor  of  a  final  report 
provided  for  In  Article  B-XXI,  in  form  and 
content  satisfactory  to  the  Commission,  and 
submission  of  a  certified  statement  showing 
the  total  expenditures  and  evidencing  the 
'Contractor’s  performance  under  the  con- 
tnct,  and  upon  submission  by  the  Contrac¬ 
tor  to  the  Commission  of  such  Invoices  or 
vouchers  as  are  satisfactory  to  the  Commis¬ 
sion,  the  Commission  shall  pay  the  Con¬ 
tractor  the  concluding  payment  of  the  con¬ 
sideration  provided  for  In  Article  III  of  this 
contract,  or  said  concluding  payment  will 
he  Included  under  the  letter  of  credit  and 
will  be  subject  to  submission  by  the  Con¬ 
tractor  of  a  Payment  Voucher  on  Letter  of 
Credit,  In  accordance  with  the  procedure  de¬ 
scribed  above.  If,  following  submission  of  an 
inmiiti  report,  the  contract  Is  extended  for 
an  additional  period  of  performance,  an  ad¬ 
ditional  payment  may  similarly  be  made  at 
the  time  of  execution  of  the  extension  which, 
when  added  to  the  payments  already  made 
lor  the  expiring  period,  will  not  exceed  the 
currently  estimated  AEC  Support  Cost  for 
the  expiring  period;  a  concluding  payment 
lor  the  pertinent  period  If  appropriate,  may 
be  made  following  submission  of  a  certified 
statement  showing  the  AEC  Support  Cost  for 
the  pertinent  period  and  evidencing  the 
Contractor’s  performance  under  the  contract. 

(2)  The  Commission  reserves  the  right  to 
Increase,  decrease,  or  cancel  the  amount  cov¬ 
ered  by  the  letter  of  credit,  provided  that 
mrh  action  Is  required  because  of  a  change 
hi  the  amount  of  consideration  provided  for 
In  Article  III  or  Is  taken  pursuant  to  sub- 
paragraph  (c)  (1)  of  this  article.  The  issuance 
and  use  of  a  letter  of  credit  and  receipt  of 
funds  pursuant  thereto  shall  not  prejudice 
or  otherwise  adversely  affect  any  of  the  Gov¬ 
ernment’s  rights  under  the  contract. 

aancLE  b-xii — equal  opportunity 
Insert  PPR  1-12.803-2. 

ARTICLE  B-XIII - CONVICT  LABOR 

Ilia^  FPR  1-12.203. 

UnCLX  B-XIV — contract  WORK  HOURS  STAND- 
aans  act — overtime  compensation 

Insert  Article  set  forth  In  FPR  1-12.303. 

article  B-XV — DISPUTES 

Insert  PPR  1-7.101-12,  modified  by  substi¬ 
tuting  “Commission"  for  "Secretary."  (See 
I2-7A004-3.) 

SRKLX  B-XVI — OmciALS  NOT  TO  BENEFIT 
Insert  FPR  1-7.101-19. 

scncu  B-xvn — covenant  against  contin¬ 
gent  FEES 

Insert  PPR  1-1.603. 

ASnCLE  B-XVIII — EXAMINATION  OF  RECORDS 
Insert  PPR  1-7.101-10. 

aancLE  b-xix— but  American  act 

Insert  PPR  1-7.101-14.  modified  In  accord- 
•ace  with  {  9-7.5004  16. 

**tvcLE  B-xx — assignment:  subcontracting 

Neither  this  contract  nor  any  Interest, 
therein  nor  claim  thereunder  shall  be  as- 
»%ned  or  transferred  by  the  Contractor, 
•neept  as  expressly  authorized  In  writing  by 
the  (Ximmlsslon.  The  Contractor  shall  not 
••hcontract  any  research  or  development 
under  this  contract,  except  as  expressly 
authorized  In  writing  by  the  Commission. 
asTicLE  b  XXI— reports  and  renewal 

PROPOSALS 

The  Contractor  shall  furnish  six  (6)  copies 
oI  the  following  reports  and  renewal  pro¬ 


posals,  If  any,  addressed  to  appropriate  Field 
Office. 

PROGRESS  REPORT 

The  progress  report  shall  briefly  describe 
the  scope  of  investigations  undertaken  and 
the  significant  results  obtained.  It  shall  also 
Indicate  compliance  with  the  contract  re¬ 
quirements  and  any  failures  to  comply.  The 
report  shall  Indicate  the  approximate  per- 
centage  of  time  or  effort  which  the  principal 
investigator (s)  has  devoted  to  the  project 
since  the  beginning  of  the  current  term  of 
the  agreement  and  Indicate  the  amount  of 
effort  which  Is  expected  to  be  devoted  during 
the  remainder  of  the  current  term.  Techni¬ 
cal  repiorts  and  articles  prepared  for  pub¬ 
lication  shall  be  listed  with  bibliographic 
references.  Reprints  or  preprints  of  all  such 
material  shall  be  appended  and  material 
contained  therein  need  not  be  duplicated  In 
the  report.  Progress  reports  shall  be  sub¬ 
mitted  approximately  3  months  In  advance 
of  the  expiration  of  the  current  contract 
term  and  shall  give  the  Contractor's  best 
estimate  of  the  probable  events  and  occur¬ 
rences  In  regard  to  the  remainder  of  the 
current  contract  term.  Except  as  the  Com¬ 
mission  may  otherwise  request,  no  further 
progress  report  will  be  required  for  any  con¬ 
tract  year  unless  there  has  been  a  significant 
change  In  scientific  results  or  contract  com¬ 
pliance  between  the  latest  progress  report 
by  the  Contractor  and  Its  actual  experience; 
this  shall  be  reported  promptly. 

FINAL  REPORT 

Upon  termination  or  expiration  of  the  total 
period  of  performance,  the  contractor  shall 
submit,  promptly,  a  summary  of  Its  activi¬ 
ties  for  the  entire  period,  including  a  list 
of  publications  Issued  during  the  total  term 
of  the  contract  and  copies  of  any  reprints 
not  previously  submitted,  as  well  as  a  com¬ 
prehensive  evaluation  of  progress  In  the  area 
of  research  supported  by  the  contract. 

RENEWAL  PROPOSALS 

A  renewal  proposal.  If  any,  shall  be  sub¬ 
mitted  along  with  the  technical  progress 
report,  and  each  of  the  two  documents  shall 
be  separately  bound. 

REPORT  OF  EQUIPMENT  PURCHASED 

OR  FABRICATED 

The  Contractor  shall  Itemize  equipment 
having  a  useful  life  expectancy  In  excess  of 
1  year  and  an  acquisition  cost  in  excess  of 
$100  purchased  or  fabricated  by  the  Contrac¬ 
tor  when  title  to  such  equipment  Is  vested 
In  the  Contractor  pursuant  to  the  Grant 
Act  (Public  Law  83-934) — omit  any  Items 
appearing  In  Article  V — and  submit  a  report 
thereof  within  3  months  after  the  expiration 
of  the  contract  year  specified  In  Article  II. 
Where  the  cost  of  Individual  pieces  of  equip¬ 
ment  exceeds  $1,000,  they  will  be  listed  In¬ 
dividually.  Where  Individual  Items  cost  $100 
to  $1,000,  they  will  also  he  individually  listed 
to  the  extent  praotloal  or  grouped  In  general 
categories,  such  as  “electronic  equipment"  or 
“six  motors,"  with  the  total  dollar  amount 
of  such  category.  The  cost  of  purchased 
Items  shall  be  determined  by  the  actual  In¬ 
voice  cost  of  such  Items,  but  the  cost  of 
fabricated  Items  may  be  established  by  en¬ 
gineering  estimates.  This  report  may  be  sub¬ 
mitted  in  conjunction  with  the  certified 
statement  required  by  Article  B-XXV’ll  of 
this  contract. 

ARTici.E  B  xxn — f«.>reu:n  tr.\vel 

Foreign  travel  aliall  be  subject  to  tlie  prior 
approval  of  the  Contracting  Officer. 

ARTICLE  B  XXIII - FRIORTrlES.  ALLOCATIONS. 

AND  ALLOTMENTS 

Insert  I  9  7  5006  52. 


ARTICLE  B-XXTV - UTILIZATION  OF  CONCERNS 

IN  LABOR  SURPLUS  AREAS 

Insert  the  clause  set  forth  In  FPR  1-1.805- 
3(a)  under  the  conditloDs  and  In  the  man¬ 
ner  prescribed  In  that  section. 

ARTICLE  B-XXV - UTILIZATION  OF  SMALL 

BUSINESS  CONCERNS 

Insert  the  clause  set  forth  in  PPR  1-1.710- 
3(a)  under  the  conditiona  and  In  the  manner 
prescribed  in  that  section. 

ARTICLE  B-XXVI - SOVIET-BLOC  CONTROLS 

Insert  the  clause  set  forth  In  {  9-7A006-53. 

ARTICLE  B-XXVII - DETERMINATION  OF 

SUPPORT  COSTS 

(a)  The  term  “Support  Cost”  as  used  in 
this  contract  means  the  Commission’s  share  i 
of  the  sum  of  costs  incurred  by  the  Contrac¬ 
tor  for  Items  Included  under  Article  A-II(a) 
of  Appendix  A  which  are  in  furtherance  of 
the  work  hereunder,  which  are  Incurred  in 
accordance  with  the  provisions  of  this  con- 

,  tract,  and  which  are  reported  to  the  AEC 
In  accordance  with  (b)  below.  The  term 
"Cumulative  Support  Cost”  as  used  in  this 
contract  means  the  total  of  the  Support  Cost 
incurred  during  the  Initial  contract  period 
plus  any  extension  periods  of  the  contract. 

(b)  Within  3  months  after  the  end  of  each 
contract  period  set  forth  in  Appendix  A.  and 
within  3  months  after  the  termination  or 
expiration  of  the  total  period  of  perform¬ 
ance,  the  Contractor  shall  furnish  a  certified 
statement,  executed  by  an  official  of  the  Con¬ 
tractor  and  also  signed  by  the  principal  In¬ 
vestigator,  showing  the  Contractor’s  cost,  and 
evidencing  Its  performance  imder  the  con¬ 
tract,  during  the  contract  term  Just  com¬ 
pleted.  The  statement  shall  show  all  costs 
Incurred  during  the  pertinent  contract  term 
set  forth  In  Appendix  A  for  Items  under  Arti¬ 
cle  A-II(a)  of  Appendix  A.  including  the 
Contractor's  share.  If  any,  of  such  costs,  and 
show  the  extent  of  the  Contractor’s  contri¬ 
bution  of  Items  listed  under  Article  A-n(b) 
(1)  of  Appendix  A.  Costs  Included  in  the 
certified  statement  may  Include  the  follow¬ 
ing:  Expenditures  of  cash:  the  cost  of  ma¬ 
terial  and  supplies  transferred  from  stores 
Inventory;  and  the  amount  due  the  Con¬ 
tractor  for  Indirect  costs  In  accordance  with 
the  rate  and  factor  or  factors  shown  In 
Appendix  A  of  the  contract  for  the  pertinent 
contract  period.  The  costs  fcK  the  pertinent 
contract  period  shall  be  consistent  with  the 
principles  of  the  Bureau  of  the  Budget  Cir¬ 
cular  A-31,  as  constituted  on  the  effective 
commencement  date  of  said  period.  The 
certified  statement  shall  be  in  the  form  set 
forth  In  Appendix  C. 

(c)  The  Contractor  understands  that  the 
Commission  expects  to  rely  on  this  certified 
statement  for  determining  the  Support  Cost 
for  the  pertinent  contract  period.  With  re¬ 
spect  to  any  period  In  which  proportionate 
oost-sharlng  Is  applicable,  the  Support  Cost 
for  the  pertinent  period  will  be  determined 
by  applying  the  percentage  figure  Included  in 
Article  A-lII  for  the  pertinent  period,  to  the 
certified  cost  of  Items  Included  under  Article 
A-II(a)  Incurred  during  the  pertinent  con¬ 
tract  period.  All  charges  to  the  AEC  shall  be 


'  In  thoee  cases  In  which  there  Is  no  pix'por- 
tlonate  sharing  of  coats,  the  Commission's 
“share"  wUl  be  100  percent.  With  respect  to 
any  period  In  which  proportionate  cost-shar¬ 
ing  Is  applicable  pursuant  to  .Article  A  III. 
It  Is  understood  that  the  Supp'-wt  Cost  for 
that  specified  period  will  equal  the  stipulated 
percent  of  the  svmi  of  ccats  incurred  by  the 
Contractor  during  the  stated  period  for  Items 
under  A  U(a)  of  Api>endL\  .A,  not  to  exceed 
110  percent  of  the  estimated  Support  C».x»t 
set  forth  In  Article  .A  III  for  that  contract 
perUxl  except  as  otherwise  approved  by  the 
AKO. 
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subject  to  the  approval  requirements  of  this 
contract.  The  Contractor  Is  expected  to 
maintain  auditable  records  as  contemplated 
by  Article  B-n(c)  to  substantiate  the  costs 
Incurred  for  items  under  Article  A-II(a)  and 
to  show  the  extent  of  the  Contractor’s  con¬ 
tribution  of  items  listed  under  Article 
A-II(b)(l). 

ARTICLE  B-XXVin — ADDITIONAL  APPROVALS 

(a)  In  addition  to  such  approvals  as  are 
specifically  required  by  other  provisions  of 
this  contract,  the  Contractor  shall  obtain 
the  Commission’s  approval  for: 

(1)  Acquisition  of : 

(1)  An  item  of  equipment,  not  itemized  in 
Appendix  A,  Involving  an  acquisition  cost  in 
excess  of  $1,000  or  2  percent  of  the  total  esti¬ 
mated  cost  specified  in  A-III  of  Appendix  A, 
whichever  is  greater,  unless  such  equipment 
is  merely  a  different  model  of  an  item  listed 
in  Appendix  A.  (When  plant  and  equipment 
funds  are  provided  for  the  acquisition  of 
Oovernment  property,  the  Headquarters  Pro¬ 
gram  Divisions  may  require,  in  specific  cases, 
that  such  funds  be  used  only  for  acquiring 
the  equipment  designated  in  Article  V,  unless 
prior  AEC  approval  has  been  obtained.) 

(ii)  Any  equipment  not  itemized  in  Ap¬ 
pendix  A,  the  acquisition  cost  of  which  will 
cause  the  equipment  dollar  level  shown  in 
Article  A-II(a)  of  Appendix  A  to  be  in¬ 
creased  by  $500  or  more.  (If  plant  and  equip¬ 
ment  funds  are  provided  for  the  acquisition 
of  equipment,  with  title  to  be  vested  in  the 
Oovernment,  the  total  cost  of  such  equip¬ 
ment  acquisitions  shall  not  exceed  the 
amount  budgeted  for  such  equipment  unless 
prior  AEC  approval  has  been  obtained.) 

(2)  Purchase  of  any  general-purpose 
equipment,  such  as  office  furniture  or  air 
conditioning,  not  specifically  provided  for 
in  Appendix  A,  except  that  purchased  with¬ 
out  cost  to  the  Commission. 

(3)  Incurring  costs  during  the  pertinent 
contract  period  set  forth  in  Appendix  A,  for 
items  set  forth  in  Article  A-II(a),  in  excess  of 
110  percent  of  the  estimated  cost  specified  in 
Article  A-III  for  the  pertinent  contract  pe¬ 
riod;  charges  to  the  Commission  for  any  such 
costs  incurred  with  the  approval  of  the  Com¬ 
mission  shall  also  be  subject  to  the  limita¬ 
tions  of  Article  III. 

(4)  A  change  of  the  principal  investigator, 
or  continuation  of  the  research  work  with¬ 
out  direction  by  an  approved  principal  inves¬ 
tigator.  ’The  principal  investigator  may  in¬ 
crease  or  decrease  the  amount  of  effort  which 
he  devotes  to  the  project  without  obtaining 
Commission  approval;  however,  the  principal 
investigator  shall  consult  with  the  appro¬ 
priate  AEC  Headquarters  program  represent¬ 
atives  if  he  plans  to,  or  becomes  aware  that 
he  will,  devote  substantially  less  effort  to 
the  work  than  anticipated  in  Article  A-I. 
’The  purpose  of  such  consultation  will  be  to 
determine  what  effect,  if  any,  the  anticipated 
change  will  have  on  the  research  work. 

(b)  No  change  in  the  phenomenon  or 
phenomena  under  study,  l.e.,  broad  category 
of  the  research  under  this  contract,  shall  be 
made  without  the  specific  written  approval 
of  the  Commission;  ordinarily,  such  changes, 
if  approved  by  the  Commission,  will  be  ac¬ 
complished  through  a  new  contract  or  a  mu¬ 
tually  agreed-to  modification.  ’The  Contractor 
may  change  the  specific  objectives  in  the 
research  work  described  in  this  contract, 
provided  it  gives  the  Commission  prompt 
notification  of  such  changes;  and  the  Con¬ 
tractor  may  continue  to  follow  the  new  ob¬ 
jectives  while  the  Commission  determines 


whether  it  wishes  to  continue  the  program 
under  the  changed  approach. 

Appendix  C 

U.S.  ATOMIC  ENERGY  COMMISSION 

Statement  of  Costs 

1.  Name  and  address  of  Contractor; _ 


2.  Contract  number; _ 

3.  Beginning  and  ending  date  of  pertinent 

contract  period; _ 


4.  Costs  incurred  during  the  pertinent 
contract  period.  [List  only  those  costs  which 
are  to  be  reimbursed  by  the  AEC  or  propor¬ 
tionately  shared  by  the  parties  in  accordance 
with  Article  A-II(a)  and  Article  A-III.] 

Cost  categories  >  Amount 

a.  Salaries  and  wages _ $ _ 

(List  personnel  included  in  Ar¬ 
ticle  A-II(a)  of  Appendix  A  in 
same  detail  as  shown  in  the  Con¬ 
tractor’s  payroll  distribution  or 
time  and  attendance  records.] 

b.  Supplies  and  materials _  _ 

(Show  in  same  detail  as  in  Ap¬ 
pendix  A.] 

c.  Equipment  _  _ 

[List  separately  the  cost  of  each 
piece  of  equipment  separately 
listed  in  Appendix  A  to  the  con¬ 
tract  or  for  which  separate  ap¬ 
proval  was  obtained  from  AEC.] 

d.  Publications  _ 

e.  Travel _ 

f.  Other  _ _  I.. .11 

(List  separately  each  type  of 
cost  Included  in  this  category.] 

g.  Total  Direct  Expenditures _ $ _ 

h.  Indirect  Charges _ 

[Indicate  percent  and  expendi¬ 
tures  to  which  percent  is  applied.) 

5.  Total  Costs  for  items  under  Ar¬ 

ticle  A-II(a)  for  pertinent  con¬ 
tract  period _  _ 

6.  Support  Cost  for  the  pertinent 

contract  period  set  forth  in 
Appendix  A,  as  defined  in 
Article  B-XXVII  of  the  con¬ 
tract,  chargeable  to  AEC  for  the 
pertinent  contract  period 
(percent  of  Total  Costs  using 
percent  shown  in  Article  A-III 
of  Appendix  A  for  pertinent 
period  of  contract) _  _ 

7.  Cumulative  Support  Cost  (Sup¬ 

port  Cost  under  this  statement 
plus  Support  Cost  for  previous 
periods  of  the  contract) _  _ 

8.  Accumulated  Support  Ceiling  in 

Article  III  of  the  contract _  _ 

9.  Provide  information  regarding 

contributions  by  the  Contractor 
of  items  listed  in  Article  A-II 
(b)  of  Appendix  A  during  per¬ 
tinent  contract  period.  State 
the  extent  of  the  Contractor’s 
actual  contribution;  the  meas¬ 
ure  of  such  contributions 
should  be  in  the  same  terms 
as  the  Contractor’s  commit¬ 
ment  under  Article  A-lI(b), 

e.g.,  time,  dollar,  etc _  _ 

I  hereby  certify  that  this  report  is  true 
and  correct  to  the  best  of  my  knowledge 
and  belief  and  that  the  costs  listed  therein 
were  incurred  in  connection  with  the  per¬ 
formance  of  the  research  providedr  for 

^The  listing  of  categories  should  be  con¬ 
sistent  with  the  itemization  in  Appendix  A. 


imder  this  contract  and  in  accordance  with 
the  terms  and  conditions  set  forth  therein. 

(Name  and  title  of  principal  investigate')  ' 

(Signature)  (Dater 

(Name  and  title  of  business  officer) 


(Signature)  (Date)' 

§  9—16.5002—9  Outline  of  cost-type  con¬ 
tract  for  research  and  development 
with  educational  institutions. 

Contract  No. . 

This  contract,  entered  into  the _ day 


of _ _  19-.,  effective  as  of  the _ 

day  of  - ,  19._,  by  and  between 


the  United  States  of  America  (hereinafter 
referred  to  as  the  "Government”)  as  repre¬ 
sented  by  the  U.S.  Atomic  Energy  Commis¬ 
sion  (hereinafter  referred  to  as  the  ‘‘Com¬ 
mission”  ) ,  and  _ 

(hereinafter  referred  to  as  the  “Contractor”). 
Witnesseth  that; 

Whereas,  the  Commission  desires  to  have 
the  Contractor  perform  certain  research 
work,  as  hereinafter  provided;  and 

Whereas,  the  contract  is  authorized  by  law, 
Including  the  Atomic  Energy  Act  of  1954. 

[  Additional  Whereas  clauses  may  be  added  as 
appropriate.] 

New  therefore,  the  parties  agree  as  follows; 
Article  I — The  Research  to  be  Performed 

The  Contractor  shall  to  the  best  of  its  abil¬ 
ity  furnish  personnel,  facilities,  equipment, 
materials,  supplies  and  services  (except  such 
as  are  furnished  by  the  Government)  neces¬ 
sary  for  the  performance  of  the  research 
provided  for  in  Appendix  “A”  attached  hereto 
and  made  a  part  hereof  and  shall  perform 
the  research  and  report  thereon  pursuant  to 
the  provisions  of  this  contract. 

Article  II — The  Period  of  Performance 

The  period  for  performance  under  this 

contract  shall  commence  on  _ _ 

19..,  and  expire  on _ ;  Provided 

however,  ‘That  this  period  may  be  extended 
for  additional  periods  by  written  agreement 
of  the  parties. 

When  authorized  or  directed  by  the  appro¬ 
priate  Headquarters  Program  Division,  one 
of  the  following  alternative  Articles  II  may 
be  substituted  for  the  above: 

Article  II — The  Period  of  Performance 

ALTERNATE  A 

It  is  presently  estimated  that  the  term  of 
the  contract  [as  modified  by  Modification 

No. _ ]  will  run  through  _ 

19--,  and  the  Contractor  agrees  based  on 
this  estimate  to  submit  its  recommendations 
each  year  respecting  the  work  program  for 
the  subsequent  year,  as  elsewhere  in  this 
contract  provided  for.  Neither  party  guar¬ 
antees  the  correctness  of  this  estimate,  and, 
in  any  event,  it  is  agreed  that  the  period 
of  performance  will  expire  at  the  end  of 

_ 19-.  (note  that  this  will  be  s 

yearly  period],  or  on  any  anniversary  of  said 
date  during  the  said  estimated  term,  if  the 
parties  do  not  mutually  agree  in  writing  to 
extend  the  period  of  performance  fOT  an 
additional  yearly  period. 

ALTERNATE  B 

It  is  presently  estimated  that  the  term  of 
the  contract  [as  modified  by  Modification 

No. _ ]  will  run  through  _ 

19-.,  and  the  Contractor  agrees  based  on 
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^  ggtlmate  to  submit  Its  recommendations 
yew  respecUng  the  work  program  for 
subsequent  year,  as  elsewhere  In  this 
eontnct  provided  for.  Neither  party  guar* 
iBtees  tiie  correctness  of  this  estimate,  and. 
in  any  event.  It  Is  agreed  tbat  the  period 
o(  performance  will  expire  aX  the  end  of 

_ _  l9-_  [note  that  this  will  be 

i  yearly  period],  or  on  any  anniversary  of 
Mid  date  during  the  said  estimated  term, 
nsless  the  Commission,  at  its  option,  by 
written  notice  to  the  Contractor  prior  to 
the  expiration  of  the  pertinent  period,  ex¬ 
tends  the  period  of  performance  for  an  addi¬ 
tional  yearly  period. 

Akticle  ni — Consideration 

Fayment  for  allowable  costs,  as  hereinafter 
piPTlded,  shall  constitute  complete  compen- 
Mtion  to  the  Contractor  for  the  performance 
of  the  research  described  In  Article  I  [Note 
A]. 

Non  A:  If  and  as  an  individual  transac¬ 
tion  lequlres,  either  or  both  of  the  following 
festuws  will  be  Incorporated  In  the  contract: 

a.  Specific  mention  of  the  contributions  to 
be  made  by  the  Contractor,  with  the  oon- 
tnot  provisions  Indicating  that  the  contri¬ 
butions  are  to  be  measured  against  the 
tUowable  cost  system  or  otherwise  pursuant 
to  a  defined  yardstick. 

b.  l^>eclfic  exclusion  from  allowable  costs 
of  the  particular  Items  that  the  parties  agree 
j»ii  not  be  reimbursable  to  the  Contractor. 

AtBCLE  IV — Obligation  or  Funds,  Estimates 
or  Cost 

Insert  §  9-7.5006-14,  appropriately  revised 
to  reflect  the  no-fee  position  of  educational 
Institutions. 

Article  V — ^Ket  Personnel 

The  key  personnel  referred  to  in  Article 
_ _  Appendix  "B”  are  as  follows: 


AincLX  VI — General  Contract  Provisions 

Appendix  “B,”  attached  hereto  and  made 
s  hereof,  sets  forth  additional  General 
Oootiact  Provisions  of  this  contract. 

in  witness  whereof,  the  parties  have  exe¬ 
cuted  this  contract. 

United  States  or  America 
By . 


(Title) 

United  States  Atomic 
Energy  Commission 


(Contractor) 
By . - . 


(Title) 

L  - - - -  certify  that  I 

(Attester) 

•mthe - of  the  Con- 

(Tltle) 

tiactor  named  under  this  contract;  that 

- -  who  signed  this 

(Signatory) 

contract  on  behalf  of  said  Contractor  who 

Was  then _  of  said 

(Title) 

Oontractor;  that  this  contract  was  duly 
flgned  for  and  on  behalf  of  said  Contractor 
1>I  authority  of  Its  governing  body  and  Is 
within  the  scope  of  Its  legal  powers.  ' 

In  witness  whereof,  I  have  hereimto  affixed 
oy  hand  and  the  seal  of  said  Contractor. 

Appendix  A 

Contractor; _ _ 

■Contract  No _ 

1.  Research  to  be  performed.  Insert  de- 
Krtptlon  of  research  activity. 

n.  Squipment  title  to  which  is  to  be  vested 
tn  the  Contractor.  Title  to  the  following 


equipment  shall  vest  and  remain  in  the  Con¬ 
tractor.  Title  tb  additional  items  of  equip¬ 
ment  may  be  vested  In  the  Oontractor  If  ap¬ 
proved  In  writing  by  the  Contracting  Officer. 
[List  all  equipment  to  be  purchased  or  fabri¬ 
cated  by  the  Contractor,  where  It  Is  known 
at  the  time  the  contract  Is  executed  that  title 
to  such  equipment  will  vest  In  cmd  remain 
In  the  Contractor.  Where  the  estimated  cost 
of  Individual  pieces  of  equipment  exceeds 
$1,000,  they  will  be  listed  individually.  Where 
Individual  pieces  cost  between  $100  and 
$1,000,  they  shall  also  be  listed  Individually  to 
the  extent  practicable,  or  grouped  to  general 
categories,  such  as  "electronic  equipment” 
or  “six  motors,”  with  the  total  dollar  amount 
of  such  category.  Insert  the  word  “none”  If 
title  to  all  property  Is  to  be  vested  In  the 
Government.] 

III.  Reports.  Set  forth  reporting  and  re¬ 
port  distribution  requirements,  including 
reports  of  equipment  having  a  useful  life 
expectancy  In  excess  of  1  year  end  an  acqui¬ 
sition  cost  In  excess  of  $100  purchased  or 
fabricated  by  the  Contractor  where  title  Is 
to  be  vested  In  the  Contrswitor.  Where  the 
cost  of  Individual  pieces  of  equipment  ex¬ 
ceeds  $1,000  they  will  be  listed  Individually. 
Where  Individual  Items  cost  $100  to  $1,000, 
they  will  also  be  Individually  listed  to  the 
extent  practicable,  or  grouped  In  general 
categories,  such  as  “electronic  equipment”  or 
“six  motors,”  with  the  total  dollar  amoimt 
of  such  category.  The  oost  of  purchased  items 
shall  be  determined  by  the  actual  Invoice 
cost  of  such  Items,  but  the  cost  of  fabricated 
Items  may  be  established  by  engineering 
estimates.  Reproduction  of  final  reports  shall 
be  performed  consistent  with  Government 
Printing  and  Binding  Regulations. 

Appendix  B 

Contractor; _ 

Contract  No _ _ 

General  Contract  Provisions 

ARTICLE  B-1 - DEFINITIONS 

Insert  §  9-7.5005-4. 

ARTICLE  B-2 — ^ALLOWABLE  COSTS 

Insert  §  9-7.5006-11. 

Provisional  overhead  rate  may  be  estab¬ 
lished  by  an  appropriate  paragraph  (c)  In 
lieu  of  the  paragraph  (c)  entitled  “Prede¬ 
termined  Overhead  Rates.”Tf  any  stipulated 
salary  support  amounts  for  professorial  staff 
members  are  established  In  accordance  with 
S  9-4.5106-3a,  the  stipulated  amounts,  along 
with  any  limitations  or  requirements  on  the 
use  of  such  stipulated  amounts  (see  S  9- 
4.6106-3a(c) )  should  be  provided  for  In  this 
article,  or  In  another  article  or  separate 
document  referenced  In  this  article. 

ARTICLE  B-3 — BTTPENDS  AND  FELLOWSHIPS 

The  Contractor  agrees  that,  unless  the 
Commission  sludl  give  its  prior  written  ap¬ 
proval,  the  Contractor  shall  not  use  any  of 
the  funds  supplied  by  the  Commission  under 
this  contract  to  pay  the  stipend  of  any  ap¬ 
pointment  for  which  commensurate  services 
are  not  rendered  imder  this  contract  or  to 
pay  any  part  of  the  stipend  of  a  fellowship 
of  any  kind. 

ARTICLE  B-4 — ACCOUNTS,  RECORDS,  INSPECTION 
AND  REPORTS 

(a)  Accounts.  The  Contractor  shall  main¬ 
tain  accounts,  records,  documents,  and  other 
evidence  showing  and  supporting  [Note  A] 
all  allowable  costs  Incurred,  revenues  or  other 
applicable  credits,  and  the  receipt,  use,  and 
disposition  of  all  Government  property  com¬ 
ing  into  the  possession  of  the  Contractor 
under  this  contract.  The  system  of  accounts 
employed  by  the  Contractor  shall  be  satisfac¬ 
tory  to  the  Commission  and  in  accordance 
with  generally  accepted  accounting  principles 
consistently  applied  and  consistent  with  the 


requirements  of  BoB  Circular  No.  A-21  as 
constituted  on  the  effective  commencement 
date  of  the  contract  period. 

Note  A;  When  the  Contractor  Is  making  a 
contribution  as  provided  for  In  subparagraph 

(a)  of  Note  A  to  Article  in — Consideration — 
substitute  ‘the  total  project  costs  of  the  type 
allowable  under  Article  B-2  above,  including 
the  Contractor’s  contribution,”  for  the  words 
“all  allowable  costs.” 

(b)  Inspection  and  audit  of  accounts  and 
records.  All  bocks  of  account  and  records  re¬ 
lating  to  this  contract  shall  be  subject  to 
Inspection  and  audit  by  the  Commission  at 
all  reasonable  times,  before  and  during  the 
period  of  retention  provided  for  In  (d)  below, 
and  the  Contractor  shall  afford  the  Commis¬ 
sion  proper  facilities  for  such  Inspection  and 
audit. 

(c)  Audit  of  subcontractors’  records.  The 
Contractor  also  agrees  with  respect  to  any 
subcontracts  (Including  lump-sum  or  unit- 
price  subcontracts  or  purchase  orders)  where, 
under  the  terms  of  the  subcontract,  costs  In¬ 
curred  are  a  factor  In  determining  the 
amount  payable  to  the  subcontractor  or 
vendor  of  any  tier,  that  such  subcontracts 
will  permit  the  conduct  of  an  audit  by  the 
Government  and  by  the  Contractor  of  the 
cost  of  the  subcontract  In  a  manner  satisfac¬ 
tory  to  the  Contracting  Officer,  or  In  the  case 
of  lower  tier  subcontracts  have  the  audit 
conducted  by  the  next  higher  tier  subcon¬ 
tractor  or  vendor  In  a  manner  satisfactory  to 
the  Contractor  and  the  Contracting  Officer, 
except  where  the  Contract4ng  Officer  elects 
to  waive  such  audit  or  to  approve  other  ar¬ 
rangements  for  the  conduct  of  the  audit.  The 
Government  agrees  to  perform  such  audits;  to 
the  extent  it  deems  audit  necessary,  provided 
the  Contractor  gives  the  Contracting  Officer 
timely  notice  In  writing  of  the  fact  that  It 
Is  unable  to  perform  such  audit  with  Its  own 
forces. 

(d)  Disposition  of  records.  Except  as  agreed 
upon  by  the  Government,  and  the  Contractor, 
all  financial  and  cost  reports,  books  of  ac¬ 
count  and  supporting  documents,  and  other 
data  evidencing  cost  allowable  and  revenues 
and  other  applicable  credits  under  this  con¬ 
tract  in  the  possession  of  the  Contractor  re¬ 
lating  to  this  contract  shall  be  preserved  by 
the  Contractor  for  a  period  of  three  (3)  years 
after  final  payment  under  this  contract  or 
otherwise  disposed  of  In  such  manner  as  may 
be  agreed  upon  by  the  Government  and  the 
Contractor. 

(e)  Reports.  The  Contractor  shall  make 
progress  and  other  reports  in  such  manner 
and  at  such  times  as  specified  In  Appendix  A. 
In  addition,  the  Contractor  shall  furnish 
such  other  progress  reports  and  schedules, 
financial  and  cost  reports,  and  other  reports 
concerning  the  work  under  this  contract  as 
■the  Contracting  Officer  may  from  time  to 
time  require. 

(f)  Inspections.  The  Commission  shall 
have  the  right  to  inspect  the  work  and  activ¬ 
ities  of  the  Contractor  under  this  contract,  in 
such  manner  and  at  all  reasonable  times  as 
It  shall  deem  appropriate. 

(g)  Subcontracts.  The  Contractor  further 
agrees  to  require  the  Inclusion  of  provisions 
similar  to  those  in  paragraphs  (a)  through 
this  paragraph  (g)  of  this  clause  In  all  sub¬ 
contracts  (Inclixling  lump-sum  or  unit-price 
subcontracts  or  purchase  orders)  of  any  tlw 
entered  Into  hereunder  where,  under  the 
terms  of  the  subcontract,  costs  Incurred  are 
a  factor  In  determining  the  amount  payable 
to  the  subocmtraotor. 

(h)  Conferences.  The  Contractor  shall  con¬ 
fer  with  the  Commission  at  mutually  agree¬ 
able  times  and  places  In  regard  to  the 
Contractor’s  actlvlUee  under  the  contract. 

ARTICLE  B-5 — DISCLOSURE  OF  INFORMATION 

Insert  S  9-7.5004-22. 
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ARTICLE  B-6 — PUBLICATION  OF  RESULTS 

(a)  Research  results  obtained  under  this 
contract  shall  be  made  available  to  all 
through  normal  and  accepted  channels  with¬ 
out  restriction  except  that  no  restricted  data 
as  defined  In  the  Atomic  Energy  Act  of  1954 
or  other  classified  Information  shall  be  dis¬ 
closed  to  unauthorized  persons.  Such  publi¬ 
cation  shall  indloate  that  the  research  was 
supported  by  the  Commission.  A  copy  of  each 
article  submitted  by  the  Contractor  for  pub¬ 
lication  shall  be  promptly  sent  to  the  Com¬ 
mission.  The  Contractor  shall  also  Inform  the 
Commission  when  the  article  Is  published 
and  furnish  a  copy  of  the  article  as  finally 
published. 

(b)  It  la,recognlzed  that  during  the  course 
of  the  work  hereunder  or  subsequent  there¬ 
to,  the  Contractor,  Its  employees,  or  its  sub¬ 
contractors  may,  from  time  to  time,  desire  to 
publish,  within  the  limit  of  security  require¬ 
ments,  information  regarding  technical  or 
scientific  developments  arising  In  the  course 
ot  the  contract.  In  order  that  public  dis¬ 
closure  of  such  Information  will  not  adversely 
affect  the  patent  Interest  of  the  Commission, 
patent  approval  for  release  shall  be  secured 
from  the  Commission  prior  to  any  such  pub¬ 
lication.  Note  A. 

Note  A:  In  contracts  rfor  theoretical 
physics,  high  energy  physics,  medium  energy 
and  neutron  physics,  mathematics,  computer 
techniques  and  programing,  medical  studies, 
biological  studies,  ecological  studies,  mete¬ 
orology,  solid  state  physics,  geology,  radia¬ 
tion  effects,  theoretical  chemistry,  analytical 
chemistry,  crystal  structure,  spectroscopy, 
thermodynamics,  chemical  kinetics,  hazards 
evaluation,  liquid  state  studies,  cryogenics, 
environmental  stream  pollution,  and  site 
selection  the  following  provision  may  be  sub¬ 
stituted  for  last  sentence  of  Article  B-6 
above: 

*Tn  order  that  public  disclosure  of  such 
Information  will  not  adversely  affect  the  pat¬ 
ent  Interest  of  the  Commission,  such  Infor¬ 
mation  shall  be  withheld  from  public  dis¬ 
closure  If  It  discloses  an  invention,  or  dis¬ 
covery  which  shall  be  promptly  reported  to 
the  Commission,  and  In  such  case.  It  shall  be 
withheld  for  a  period  of  four  (4)  months 
after  submission  of  the  information  to  the 
Commission  for  patent  review  and  possible 
patent  application,  unless  the  Commission 
approves  earlier  release. 

ARTICLE  B-7 — PATENTS 

Insert  {  9-9.5003  modified  by  deleting  par¬ 
agraphs  (d)  and  (e)  and  substituting  there¬ 
for  the  following  paragraph: 

(d)  Except  as  otherwise  authorized  In 
writing  by  the  Commission  the  Contractor 
will  insert  In  all  subcontracts  and  purchase 
orders,  other  than  purchase  orders  for  stand¬ 
ard  commercial  supplies,  provisions  making 
this  article  applicable  to  the  subcontract  or 
the  purchase  order.  Except  as  otherwise  au¬ 
thorized  In  writing  by  the  Commission,  the 
Contractor  will  insert  In  purchase  orders  for 
standard  commercial  supplies  a  provision 
Indemnifying  the  Oovernment  against  lia¬ 
bility  for  the  use  of  any  invention  or  dis¬ 
covery  and  fOT  the  Infringement  of  any  Let¬ 
ters  Patent  arising  by  reason  of  the  purchase, 
use  or  disposal  by  or  for  the  account  of  the 
Oovernment  of  Items  manufactured  or  sup¬ 
plied  under  the  purchase  order. 

ARTICLE  B-8 — WRITTEN  MATERIAL 

(a)  The  Contractor  hereby  grants  to  the 
Oovernment  a  royalty-free,  nonexclusive.  Ir¬ 
revocable  license  to  reproduce,  translate,  pub¬ 
lish,  use  and  dispose  of,  and  to  authorize 
others  to  do  so,  all  copyrightable  material 
produced  or  composed  or  delivered  to  the 
Oovernment  or  Its  designees  under  this  con¬ 
tract,  Including  work  not  first  produced  or 
composed  by  the  Contractor  in  the  course  of 
performance  under  this  contract  but  Incor¬ 


porated  In  the  material  produced  or  composed 
or  delivered  under  this  contract  (but  only  to 
the  extent  that  the  Contractor  now  has,  or 
prior  to  final  settlement  of  the  contract  may 
have,  the  right  to  grant  such  license  to  such 
previously  produced  or  composed  work  with¬ 
out  becoming  liable  to  pay  compensation  to 
others  solely  because  of  such  grant) . 

(b)  The  Contractor  agrees  that,  except  as 
the  Commission  may  otherwise  specifically 
authorize  in  writing,  the  Contractor  will  not 
Include  In  any  report  or  other  material  de¬ 
livered  under  this  contract,  or  In  any  pvd>- 
lished  material  relating  to  the  work  under 
this  contract,  any  copyrighted  material 
owned  by  others  which  such  owners  have  not 
consented  to  have  so  included. 

(c)  The  Commission  will  not  publish 
in  advance  of  the  Contractor’s  publica¬ 
tion  without  prior  consultation  with  the 
Contractor. 

ARTICLE  B-9 - ASSIGNMENT 

Neither  this  contract  nor  any  Interest 
therein  nor  claim  thereunder  shall  be 
assigned  or  transferred  by  the  Contractor, 
except  as  expressly  authorized  In  writing  by 
the  Commission. 

ARTICLE  B-IO — TERMINATION  FOR  THE 
CONVENIENCE  OF  THE  GOVERNMENT 

Insert  FPR  1-8.704-1. 

ARTICLE  B-11 — FOREIGN  TRAVEL 

Foreign  travel  shall  be  subject  to  the 
prior  approval  of  the  Contracting  OflScer. 

ARTICLE  B-12 — CONVICT  LABOR 

Insert  FPR  1-12.203. 

ARTICLE  B-13 — CONVENANT  AGAINST 
CONTINGENT  FEES 

Insert  §  9-7.6004-2. 

ARTICLE  B-14 — DISPUTES 

Insert  FPR  1-7.101-12,  modified  by  substi¬ 
tuting  “Commission”  for  “Secretary.”  (See 
i  9-7.5004-3.) 

ARTICLE  B-15 — EQUAL  OPPORTUNITY 

Insert  FPR  1-7.101-18. 

ARTICLE  B-16 — OFFICIALS  NOT  TO  BENEFIT 

Insert  FPR  1-7.101-19. 

ARTICLE  B-17 — SAFETY,  HEALTH,  AND  FIRE 
PROTECTION 

When  applicable  under  criteria  set  forth  in 
note  A  of  5  9-7.5006-47  Insert  the  clause  set 
forth  In  S  9-7.5006-47  modified  by  omission 
of  the  last  sentence. 

ARTICLE  B-18 - PERMITS 

Insert  §  9-7.5006-48  modified  by  substitut¬ 
ing  “Except  as  the  parties  hereto  may  other¬ 
wise  mutually  agree”  for  "Except  as  other¬ 
wise  directed  by  the  Contracting  Officer.” 

ARTICLE  B-19 — EXAMINATION  OF  RECORDS 

Insert  §  9-7.5004-10. 

ARTICLE  B-20 - CONTRACT  WORK  HOURS  STAND¬ 
ARDS  ACT - OVERTIME  COMPENSATION 

Insert  Article  In  FPR  1-12.303  with  the 
modification  necessary  If  S  9-12.103-51 
applies. 

ARTICLE  B-21 - BUT  AMERICAN  ACT 

Insert  FPR  1-7.101-14,  modified  In  acpord- 
ance  with  i  9-7.6004-16. 

ARTICLE  B-22 - LITIGATION  AND  CLAIMS 

(a)  Initiation  of  litigation.  It  the  Govern¬ 
ment  requires  the  Contractor  to  Initiate  liti¬ 
gation,  Including  proceedings  before  admin¬ 
istrative  agencies.  In  connection  with  this 
contract,  the  Contractor  shall  proceed  with 
the  litigation  in  good  faith  as  directed  from 
time  to  time  by  the  Contracting  Officer: 


Provided,  however.  That  in  those  Instances 
In  which  such  an  assignment  would  be 
legally  effective  and  enable  the  lltlgatlcm  m 
proceeding  to  be  Instituted  and  carried  on 
for  the  Government’s  purposes  the  Con¬ 
tractor  shall  have  the  right  to  assign  the 
cause  to  the  Government  for  the  latter’s 
initiation  or  prosecution.  In  the  latter  case 
the  Contractor  shall  cooperate  fully  mu] 
the  Government  and  provide  such  assistance 
as  the  Government  shall  request  In  the 
prosecution  of  the  litigation. 

(b)  Defense  and  settlement  of  claims.  The 
Contractor  shall  give  the  Contracting  Officer 
Immediate  notice  In  writing  (l)  of  any 
action.  Including  any  proceeding  before  an 
administrative  agency,  filed  against  the  Con¬ 
tractor,  arising  out  of  the  performance  of 
this  contract  and  which  would,  if  successful, 
constitute  a  directly  allowable  cost  and  (2) 
of  any  claim  against  the  Contractor  the  cost 
and  expense  of  which  is  an  allowable  cost 
under  the  article  entitled  “Allowable  Costs." 
Except  as  otherwise  directed  by  the  Con¬ 
tracting  Officer,  in  writing,  the  Contractor 
shall  furnish  Immediately  to  the  Contract¬ 
ing  Officer  copies  of  all  pertinent  papers  re¬ 
ceived  by  the  Contractor  with  res^t  to 
such  action  of  claims.  To  the  extent  not  In 
conflict  with  any  applicable  policy  of  insur¬ 
ance,  the  Contractor  may,  with  the  Contract¬ 
ing  Officer’s  approval,  settle  any  such  action 
or  claim,  shall  effect  at  the  Contracting 
Officer’s  request  an  assignment  and  subroga¬ 
tion  In  favor  of  the  Government  of  all  the 
Contractor’s  rights  and  claims  (except  those 
against  the  Government)  arising  out  of  any 
such  action  or  claims  against  the  Contractor, 
and,  if  required  by  the  Contracting  Officer, 
shall  authorize  representatives  of  the  Gov¬ 
ernment  to  settle  or  defend  any  such  action 
or  claim  and  to  represent  the  Contractor  in, 
or  to  take  charge  of,  any  action:  Provided, 
however.  To  the  extent  not  inconsistent  with 
the  Government’s  Interests,  the  Contractw 
may,  at  his  own  expense,  be  associated  with 
the  representatives  of  the  Government  in 
settlement  or  defense  of  any  such  claim  or 
action.  If  the  settlement  or  defense  of  an 
action  or  claim  against  the  Contractor  Is 
undertaken  by  the  Government,  the  Con¬ 
tractor  shall  furnish  all  reasonable  assist¬ 
ance  In  effecting  a  settlement  or  asserting  a 
defense.  Where  an  action  against  the  Con¬ 
tractor  is  not  covered  by  a  policy  of  insur¬ 
ance,  the  Contractor  shall,  with  the  approval 
of  the  Contracting  Officer,  proceed  with  the 
defense  of  the  action  In  good  faith;  and  In 
such  event  the  defense  of  the  action  shall  be 
at  the  expense  of  the  Government:  Provided, 
however.  That  the  Government  shall  not  be 
liable  for  such  expense  to  the  extent  that 
It  would  have  been  compensated  for  by 
insurance  which  was  required  by  law  or  by 
the  written  direction  of  the  Contracting 
Officer,  but  which  the  Contractor  failed  to 
secure  through  Its  own  fault  or  negligence. 
’The  Contractor’s  “charitable  defense"  (l.e., 
such  defense  as  is  available  to  the  Contracts 
as  a  matter  of  law  because  of  the  Con¬ 
tractor’s  eleemosynary  character)  shall  not 
be  asserted  If  the  assertion  of  such  a  defense 
contravenes  the  Contractor’s  established 
policy. 

ARTICLE  B-23 — BONDS  AND  INSURANCE 

Insert  §  9-7.5006-51  modified  by  adding  the 
following  sentence:  “Nothing  herein  shall 
preclude  the  Contractor  from  obtaining  or 
maintaining  insurance  at  its  own  cost  and 
expense  to  cover  any  insurable  Interest  it 
may  have  In  such  ‘Government-owned 
property.’  ” 

ARTICLE  B-24 — DRAWINGS,  DESIGNS, 
SPECIFICATIONS 

Insert  §  9-7.5006-13  modified  by  adding  the 
following  sentence:  ‘"rheses  are  excepted 
from  the  purview  of  this  Article.” 
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ARTICLE  B-25 — KEY  PERSONNEL 

It  baving  been  determined  that  the  indi* 
Tiduals.  If  any,  whose  names  appear  else¬ 
where  In  this  contract  as  “key  personnel,” 
or  other  persons  mutually  acceptable  as 
persons  of  substantially  equal  abilities  and 
qualifications  are  necessary  for  the  successful 
performance  of  this  contract,  the  Contractor 
•grees.  Insofar  as  It  Is  able,  to  make  available 
such  employees  or  persons  for  the  perform¬ 
ance  of  the  work  under  this  contract.  When¬ 
ever  for  any  reason,  one  or  more  of  the  afore¬ 
mentioned  employees  Is  unavailable  for  per¬ 
formance  of  the  work  under  the  contract,  the 
Contractor  shall  use  Its  best  efforts  to  replace 
juch  employee  with  an  employee  of  sub¬ 
stantially  equal  abilities  and  qualifications 
who  Is  satisfactory  to  the  Contracting 
Officer. 

ARTICLE  B-26 - PROPERTY 

(a)  Furnishing  of  Government  property. 
The  Government  reserves  the  right  to  furnish 
any  property,  and  such  services  as  may  be 
mutually  agreed  upon,  for  the  performance 
of  the  work. 

(b)  Title  to  property.  Title  to  all  property 
furnished  by  the  Government  shall  remain 
in  the  Government  except  as  otherwise  pro¬ 
vided  In  this  article.  Except  as  otherwise 
provided  by  the  Contracting  Officer,  title  to 
all  materials,  equipment,  supplies,  and  tan¬ 
gible  personal  property  of  every  kind  and 
description  purchased  by  the  Contractor,  the 
cost  of  which  Is  allowable  as  a  direct  item 
of  cost  under  this  contract,  shall  pass  directly 
from  the  vendor  to  the  Government.  The 
Government  reserves  the  right  to  inspect  and 
In  lieu  of  and  prior  to  the  Contractor’s  in¬ 
spection  and  aoceptance  or  rejection  to  ac¬ 
cept  or  reject  any  Item  of  such  property.  The 
Contractor  shall  make  such  disposition  of  re¬ 
jected  Items  as  the  Contracting  Officer  shall 
direct.  Title  to  other  property,  the  co^t  of 
which  Is  reimbursable  to  the  Contractor 
under  this  contract,  shall  pass  to  and  vest  in 
the  Government  upon:  (1)  Issuance  for  use 
of  such  property  in  the  performance  of  this 
contract,  or  (11)  commencement  of  process¬ 
ing  or  use  of  such  property  In  the  perform¬ 
ance  of  this  contract,  or  (111)  reimbursement 
of  the  cost  thereof  by  the  Government, 
whichever  first  occurs.  Property  furnished 
by  the  Government  and  property  purchased 
or  furnished  by  the  Contractor,  title  to  which 
vests  In  the  Government  under  this  para¬ 
graph,  are  hereinafter  referred  to  as  Govern¬ 
ment  property.  Title  to  Government  property 
shall  not  be  affected  by  the  Incorporation 
of  the  property  Into  or  the  attachment  of  It 
to  any  property  not  owned  by  the  Govern¬ 
ment,  nor  shall  such  Government  property, 
or  any  part  thereof,  be  or  become  a  fixture 
or  lose  Its  identity  as  personalty  by  reason 
of  affixation  to  any  realty. 

(c)  Identification.  To  the  extent  directed 
directed  by  the  Contracting  Officer,  the  Con¬ 
tractor  shall  Identify  Government  property 
coming  into  the  Contractor’s  possession  or 
custody  by  making  or  segregating  in  such 
a  way,  satisfactory  to  the  Contracting  Officer, 
as  shall  indicate  Its  ownership  by  the 
Government. 

(d)  Disposition.  The  Contractor  shall  make 
such  disposition  of  Government  property 
which  has  come  Into  the  possession  or  cus¬ 
tody  of  the  Contractor  under  this  contract 
as  the  Contracting  Officer  shall  direct.  Wllen 
authorized  In  writing  by  the  Contracting  Of¬ 
ficer  during  the  progress  of  the  work  or  upon 
completion  or  termination  of  this  contract, 
the  Contractor  may,  upon  such  terms  and 
conditions  as  the  Contracting  Officer  may 
approve,  sell  or  exchange  such  property,  or 
acquire  such  property  at  a  price  agreed  upon 
by  the  Contracting  Officer  and  the  Contractor 
as  the  fair  value  thereof.  The  amount  re¬ 
ceived  by  the  Contractor  as  the  result  of  any 
disposition,  or  the  amount  of  the  agreed  fair 


value  of  any  such  property  acquired  by  the 
Contractor,  shall  be  applied  in  reduction  of 
costs  allowable  under  this  contract,  or  shall 
be  otherwise  credited  to  account  of  the  Ck>v- 
ernment,  as  the  Contracting  Officer  may  di¬ 
rect.  Upon  completion  of  the  work  or  the 
termination  of  this  contract  the  Contractor 
shall  render  an  accounting,  as  prescribed  by 
the  Contracting  Officer,  of  all  Government 
property  which  has  come  into  the  possession 
or  custody  of  the  Contractor  under  this 
contract. 

(e)  Protection  of  Government  property — 
classified  materials.  The  Contractor  shall  take 
all  reasonable  precautions,  as  directed  by  the 
Contracting  Officer,  or  In  the  absence  of  such 
directions  In  accordance  with  sound  prac¬ 
tice,  to  safeguard  and  protect  Government 
property  In  the  Contractor’s  possession  or 
custody.  Special  measures  shall  be  taken  by 
the  Contractor  In  the  protection  of  and  ac¬ 
counting  for  any  classified  or  special  mate¬ 
rials  Involved  In  the  performance  of  this 
contract,  in  accordance  with  the  regulations 
and  requirements  of  the  Commission. 

(f)  Risk  of  loss  of  Government  property. 
The  Contractor  shall  not  be  liable  for  loss  or 
destruction  of  or  damage  to  Government 
property  In  the  Contractor’s  possession  un¬ 
less  such  loss,  destruction  or  damage  results 
from  willful  misconduct  dl:  lack  of  good  faith 
on  the  part  of  the  Contractor’s  managerial 
personnel,  or  unless  such  loss,  destruction  or 
damage  results  from  a  failure  on  the  part  of 
the  Contractor’s  managerial  personnel,  to 
take  all  reasonable  steps  to  comply  with  any 
appropriate  written  directives  of  the  Con¬ 
tracting  Officer  to  safeguard  such  property 
under  paragraph  (e)  hereof.  The  term  ‘‘Con¬ 
tractor’s  managerial  personnel”  as  used 
herein  means  [insert  appropriate  definition.] 

(g)  Steps  to  he  taken  in  event  of  loss.  Upon 
the  happening  of  any  loss  or  destruction  of  or 
damage  to  Government  property  In  the  pos¬ 
session  or  custody  of  the  Contractor,  the 
Contractor  shall  Immediately  Inform  the 
Contracting  Officer  of  the  occasion  and  ex¬ 
tent  thereof,  shall  take  all  reasonable  steps 
to  protect  the  property  remaining,  and  shall 
repair  or  replace  the  lost,  destroyed,  or  dam¬ 
aged  property  If  and  as  directed  by  the  Con¬ 
tracting  Officer,  but  shall  take  no  action  prej¬ 
udicial  to  the  right  of  the  Government  to 
recover  therefor  and  shall  furnish  to  the 
Government,  on  request,  all  reasonable  as¬ 
sistance  In  obtaining  recovery. 

(h)  Government  property  for  Government 
use  only.  Government  property  shall  be  used 
only  for  the  performance  of  this  contract, 
except  as  otherwise  approved  by  the  Con¬ 
tracting  Officer. 

ARTICLE  B-27 — SUBCONTRACTS  AND  PURCHASE 
ORDERS 

The  Contractor  shall  not  subcontract  any 
part  of  the  research  and  development  effort 
without  the  written  approval  of  the  Con¬ 
tracting  Officer.  Purchase  orders  shall  not  be 
entered  Into  by  the  Contractor  for  Items 
whose  purchase  Is  expressly  prohibited  by 
the  written  direction  of  the  Contracting 
Officer.  'The  Government  reserves  the  right,  at 
any  time,  to  require  that  the  Contractor 
submit  any  or  all  other  contractual  arrange¬ 
ments,  including,  but  not  limited  to,  sub¬ 
contracts,  purchase  orders  or  classes  of 
purchase  orders,  for  approval,  and  provide  In¬ 
formation  concerning  methods,  practices  and 
procedures  used  or  proposed  to  be  used  In 
subcontracting  and  purchasing.  The  Con¬ 
tractor  shall  use  methods,  practices,  or  proce¬ 
dures  In  subcontracting  and  purchasing 
which  are  acceptable  to  the  Contracting  Of¬ 
ficer.  Subcontracts  and  purchase  orders  shall 
be  made  in  the  name  of  the  Contractor,  shall 
not  bind  nor  purport  to  bind  the  Govern¬ 
ment,  shall  not  relieve  the  Contractor  of 
any  obligation  under  this  contract  (Includ¬ 
ing,  among  other  things,  the  obligation 


properly  to  supervise  and  coordinate  the 
work  of  subcontractors)  and  shall  be  In  such 
form  and  contain  such  provisions  as  are 
required  by  this  contract  or  as  the  Contract¬ 
ing  Officer  may  prescribe. 

ARTICLB  B-28 - UTILIZATION  OF  CONCERNS  IN 

LABOR  SURPLUS  AREAS 

Insert  the  clause  set  forth  In  FPR  1-1.805- 
3  (a)  under  the  conditions  and  in  the  manner 
prescribed  In  that  section. 

ARTICLE  B-29 - LABOR  SURPLUS  AREA 

SUBCONTRACTING  PROGRAM 

Insert  the  clause  set  forth  In  FPR  1-1.806- 
3(b)  under  the  conditions  and  In  the  man¬ 
ner  prescribed  In  that  section. 

ARTICLE  B-30 - UTILIZATION  OF  SMALL  BUSINESS 

CONCERNS 

Insert  the  clause  set  forth  In  FPR  1-1.710- 
3(a)  under  the  conditions  and  in  the  man¬ 
ner  prescribed  In  that  section. 

ARTICLE  B-31 - SMALL  BUSINESS 

SUBCONTRACTING  PROGRAM 

Insert  the  clause  set  forth  In  FPR  1-1.710- 
3(b)  under  the  conditions  and  in  the  man¬ 
ner  prescribed  in  that  section. 

ARTICLE-D-32 - COMMISSION  LICENSE 

In  Instances  where  the  carrying  out  of  the 
contract  work  Involves  a  Commission  license, 
the  provisions  of  the  pertinent  license  shall 
prevail  over  any  Inconsistent  provisions  of 
this  contract.  , 

ARTICLE  B-33 — PAYMENTS 

Insert  §  9-7.5006-25,  modified  by  substitu¬ 
tion  of  (b)  for  (c)  In  last  sentence  of  para¬ 
graph  (a) ,  omission  of  paragraph  (b)  and 
the  words  “and  any  part  of  the  fixed  fee 
which  has  been  withheld  pursuant  to  (b) 
above  or  otherwise  not  paid  to  the  Contrac¬ 
tor”  in  paragraph  (d)  and  reletterlng  of  the 
paragraphs.  An  additional  paragraph  should 
be  added  to  provide  for  appropriate  certifica¬ 
tion  by  the  Contractor,  on  payment  Invoices 
or  vouchers,  to  meet  the  requirements  of 
section  K  of  BoB  Circular  No.  A-21. 

ARTICLE  B-34 - PRIORITIES,  ALLOCATIONS,  AND 

ALLOTMENTS 

Insert  §  9-7.5006-52. 

ARTICLE  B-35— TAXES 

(a)  The  Contractor  agrees  to  notify  the 
Commission  of  any  State  or  local  tax,  fee,  or 
charge  levied  or  purported  to  be  levied  or 
purported  to  be  levied  on  or  collected  from 
the  Contractor  with  respect  to  the  contract 
work  or  any  transaction  thereunder  and  con¬ 
stituting  an  allowable  Item  of  cost  If  due 
and  payable,  but  which,  in  the  opinion  of 
the  Contractor  or  under  the  position  of  the 
Commission  as  communicated  to  the  Con¬ 
tractor,  is  inapplicable  or  invalid;  and  the 
Contractor  further  agrees  to  refrain  from 
paying  any  such  tax,  fee,  or  charge  unless 
authorized  by  the  Commission.  Any  State  or 
local  tax,  fee,  or  charge  paid  with  the  ap¬ 
proval  of  the  Commission  or  on  the  basis  of 
advice  from  the  Commission  that  such  tax, 
fee,  or  charge  Is  applicable  and  valid,  and 
which  would  otherwise  be  an  allowable  Item 
of  cost,  shall  not  be  disallowed  as  an  Item  of 
cost  by  reason  of  any  subsequent  ruling  or 
determination  that  such  tax,  fee,  or  charge 
was  in  fact  Inapplicable  or  invalid. 

(b)  The  Contractor  agrees  to  take  such 
action  as  may  be  required  or  approved  by  the 
Commission  to  cause  any  such  tax,  fee,  or 
charge  referred  to  above  to  be  paid  under  pro¬ 
test  and  to  take  such  actions,  as  may  be  re¬ 
quired  or  approved  by  the  Commission  to  seek 
recovery  of  any  payment  made,  Including  as¬ 
signment  to  the  Government  or  Its  designee 
of  all  rights  to  an  abatement  or  refund 
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thereof,  n^n<i  granting  permission  for  the 
Oovemment  to  Join  with  the  Contractor  in 
any  proceeding  for  the  recovery  thereof  or  to 
sue  for  recovery  in  the  name  of  the  Contrac¬ 
tor.  If  the  Commission  directs  the  Contractor 
to  institute  litigation  to  enjoin  the  ooliection 
of  or  to  recover  payment  of  any  such  tax,  fee, 
or  charge  referred  to  above,  or  if  a  claim  or 
suit  is  filed  against  the  Contractor  for  a  tax, 
fee,  or  charge  he  has  refrained  from  paying  in 
accordance  with  this  Article,  [the  procedures 
and  requirements  of  Article _ “Litiga¬ 

tion  and  Claims,”  shall  apply]  *  and  the  costs 
and  expenses  Incurred  by  the  Contractor 
shall  be  allowable  items  of  cost,  as  provided 
in  this  contract,  together  with  the  amount 
of  any  Judgment  rendered  against  the 
Contractor. 

(c)  The  Government  shall  save  the  Con¬ 
tractor  harmless  from  penalties  and  Interest 
Incmred  through  compliance  with  this 
article. 

ARTICLE  B-36 - SOVIET-BLOC  CONTROLS 

Insert  the  clause  set  forth  in  S  9-7.5006-53. 

ARTICLE  B-37 - CONSULTANT  OR  OTHER  COM¬ 

PARABLE  EMPLOYMENT  SERVICES  OP  CONTRAC¬ 
TOR  EMPLOYEES 

Insert  clause  set  forth  in  either  paragraph 

(a)  or  (b)  of  §  9-7.5006-45  as  appropriate. 

If  a  substantial  portion  of  the  land  or 
buildings  used  lor  the  research  under  the 
contract  are  owned  or  controlled  by  AEC,  add 
the  following  Article : 

ARTICLE  B-38 - CONTROLS  IN  THE  NATIONAL 

INTEREST 

Insert  the  clause  set  forth  in  !  9-7.5006-54. 

ARTICLE  B-39 - SOURCE  AND  SPECIAL  NUCLEAR 

MATERIALS 

Source  and  special  nuclear  material  in¬ 
volved  in  the  performance  of  the  work  under 
this  contract  shall  be  obtidned  and  hmdled 
in  accordance  with  the  Commission’s  require¬ 
ments  and  procedures. 

ARTICLE  B— «0 — NUCLEAR  REACTOR  SAFETY 

Insert  clause  set  forth  in  §  9-7.5006-36 
when  required  by  that  section. 

When  the  estimated  cost  of  the  contract 
is  $250,000  or  more  add  the  following  article: 

ARTICLE  B-4 1— CONDUCT  OF  EMPLOYEES  “ 

The  Contractor  shall  be  responsible  for 
maintaining  satisfactory  standards  of  em¬ 
ployee  competency,  conduct,  and  integrity 
and  shall  be  responsible  for  taking  such  dis¬ 
ciplinary  action  with  respect  to  his  employees 
as  may  be  necessary.  The  Contractor  shall  es¬ 
tablish  such  standards  and  procedures  as  are 
necessary  to  implement  effectively  the  provi¬ 
sions  set  forth  in  Atomic  Energy  Commission 
Procurement  Regulations  9-12.54  and  such 
standards  and  procedures  shall  be  subject  to 
the  approval  of  the  Contracting  Officer. 

ARTICLE  B-4  2 — ADDITIONAL  APPROVALS 

In  addition  to  such  approvals  as  are  spe¬ 
cifically  required  by  other  provisions  of  this 
contract,  the  Contractor  shall  obtain  the 
Commission’s  approval  for: 


*  When  the  contract  does  not  Include  a  Liti¬ 
gation  and  Claims  article,  substitute  the  fol¬ 
lowing  for  the  phrase  enclosed  by  brackets: 
’"The  Contractor  shall  comply  with  the  pro¬ 
cedures  and  requirements  of  the  Commis¬ 
sion.” 

*’rhls  article  is  Included  only  in  contracts 
within  the  scope  of  Subpart  9-12.54.  In  the 
case  of  contracts  not  within  the  scope  of  Sub¬ 
part  9-12.54  but  where  AEC  has  major  In¬ 
vestments  in  facilities,  see  the  clause  set  forth 
in  §  9-7.5006-65. 


(Insert  appropriate  additional  approval  re¬ 
quirements  in  accordance  with  $  9-4.6112-6.) 

§  9—16.5002—10  Outline  of  a  change 
order  for  fixed-price  construction 
contracts. 

U.S.  Atomic  Energy  Commission 
(Insert  Office  and  Location) 

Modification  No _ _ 

Change  Order  to  Contract  No. _ 

Date: _ 

Name  of  Contractor: _ 

Address:  _ 

Gentlemen: 

(1)  Reference  is  made  to  Clause  (s) - 

of  the  General  Provisions  to  your  Contract 
No. _ _  dated _ _  for  the  con¬ 
struction  of _ _  located  at _ 

(2)  It  has  been  determined  that  in  view 
of  (insert  here  the  reasons  for  modification 
of  the  contract),  it  is  necessary  and  in  the 
best  Interest  of  the  Government  to  modify 
said  contract  in  certain  particulars  as 
follows : 

Note:  Insert  here  details  of  the  changes, 
including  as  appropriate:  reference  to  per¬ 
tinent  portions  of  existing  or  added  draw¬ 
ings  and  specifications;  change  in  quantities, 
together  with  unit  prices  if  applicable;  and 
the  amoimt  of  the  Increase  or  decrease  in 
contract  price,  a  statement  that  there  is  no 
adjustment  in  price,  or  a  statement  that 
agreement  as  to  price  will  be  reached  at 
an  early  date. 

(3)  It  is  understood  and  agreed  that  on 
account  of  the  foregoing  modification  of  said 
contract  additional  time  will  (will  not)  be 
allowed. 

Note:  If  additional  time  is  allowed  or  if 
the  contract  time  is  decreased  because  of 
the  change,  state  definitely  the  change  in 
time;  if  agreement  as  to  time  has  been  de¬ 
ferred,  include  a  statement  to  that  effect. 

(4)  All  other  terms  and  conditions  of  said 
contract  as  it  heretofore  may  have  been  mod¬ 
ified  shall  be  and  remain  the  same. 

(5)  Therefore  if  the  foregoing  modifica¬ 

tion  of  said  contract  is  satisfactory,  please 
indicate  your  acceptance  in  the  space  pro¬ 
vided  below  and  return _ copies  to  this 

office.  ’The  extra  copy  of  the  modification  is 
your  record. 

The  United  States  of 
America 

By  United  States  Atomic 
ENiniGY  Commission 

By . . . 

(Contracting  Officer) 

(or  Authorized  Represent¬ 
ative  of  Contracting 
Officer) 

’The  foregoing  modification  of  said  contract 
is  hereby  accepted. 

By  — - . 

(Name  of  company) 
’ntle . . . 

§9—16.5002—11  Outline  of  a  supple¬ 
mental  agreement  for  fixed-price 
construction  contracts. 

(a)  A  description  of  the  nature  and  scope 
of  the  changes  in  the  work. 

(b)  A  description  of  the  maimer  in  which 
the  terms  or  conditions  of  the  contract  are 
being  modified  or  the  circumstances  that 
qualify  the  action  as  a  change  in  the  general 
scope  of  the  contract. 

(c)  ’The  amount  the  contract  price  is  in¬ 
creased  or  decreased. 

(d)  ’The  adjustment  in  time  for  bomple- 
Uon,  or  a  statement  that  there  is  no  such 
adjustment. 

(e)  A  statement  that,  except  as  modified 
by  the  supplemental  agreement,  thq  pro- 


vislons  of  the  contract  shall  remain  in 
force  and  effect. 

§  9-16.5002—12  Outline  of  agreement 
for  rental  of  contractor-owned  con¬ 
struction  eipiipment. 

Note:  ’This  form  of  agreement  is  for  use 
where  AEC  rents  construction  equipment 
from  a  prime  cost-type  construction  con¬ 
tractor,  and  is  designed  for  use  as  an  ap¬ 
pendix  to  a  prime  cost- type  construction 
contract. 

Attached  to  and  made  a  part  of  Contract 
No. . 

Contractor: _ 

’The  following  provisions  shall  govern  the 
use  and  rental  of  the  contrsictor’s  construc¬ 
tion  plant  and  equipment  (hereinafter  called 
the  “equipment”)  under  the  contract: 

1.  Equipment  rented.  ’The  contractor 
agrees  to  furnish  for  his  own  use  in  the  per¬ 
formance  of  the  contract  the  equipment 
itemized  in  Schedule  1  (attached  to  and 
made  part  of  this  agreement).  Each  item 
of  the  equipment  shall  be  clearly  marked 
with  the  identification  number  assigned  to 
it  on  Schedule  1.  ’The  contractor  and  the 
Commission  may  from  time  to  time  amend 
Schedule  1  by  deleting  items  or  addlnj 
items. 

2.  Payments.  As  provided  in  the  article  ol 
the  contract  entitled  “Allowable  Costs  and 
Fixed  Fee,”  the  allowable  costs  of  the  per¬ 
formance  of  the  contract  shall  Include: 

(a)  Rental.  Rental  of  equipment,  for  rental 
periods  determined  in  accordance  with  para¬ 
graph  4  and  at  the  rates  set  forth  in  Sched¬ 
ule  1  applied  in  accordance  with  para¬ 
graph  3. 

(b)  Transportation.  ’Transportation  of 
equipment  in  accordance  with  paragraph  6. 

(c)  Repair.  Maintenance,  repair,  and  re¬ 
placement  of  equipment  to  the  extent  pro¬ 
vided  in  paragraphs  6  and  7. 

Payment  shall  be  made  in  accordance  with 
procedures  set  forth  in  the  article  of  the 
contract  entitled  “Payments.” 

3.  Application  of  rates.  The  rates  set  forth 
in  Schedule  1  shall  be  applied  in  accordance 
with  the  following  rules: 

(a)  Basis  of  rates.  Rates  are  based  upon 
one  shift  of  8  hours  per  day,  40  hours  per 
week,  or  176  hours  per  month  (of  30  con¬ 
secutive  days) . 

(b)  Apportionment  of  rates.  The  monthly 
rate  and  its  pro  rata  shall  apply  to  all  rental 
periods  of  1  month  or  more.  ’The  weekly 
rate  and  its  pro  rata  shall  apply  to  all  rental 
periods  of  1  week  or  more  up  to  1  month.  Ihe 
dally  rate  and  its  pro  rata  shall  apply  to  all 
rental  periods  up  to  1  week. 

(c)  Overtime.  If  the  equipment  is  rented 
by  the  day,  the  rate  for  overtime  is  one- 
sixteenth  (Vie)  of  the  daily  rate  for  eadi 
hour  of  use  in  any  day  in  execss  of  8  hours; 
if  it  is  rented  by  the  week,  the  rate  for  over¬ 
time  is  one-eightieth  (>4o)  of  the  weekly  rate 
for  each  hour  of  use  in  any  week  in  excess 
of  40  hours;  and  if  it  is  rented  by  the  month, 
the  overtime  rate  is  one-three  hundred  and 
fifty-second  (Vfci)  of  the  monthly  rate  for 
each  hour  of  use  in  excess  of  176  hours  in 
any  one  30  consecutive  day  period. 

(d)  Insurance.  Rental  rates  Include  the 
cost  of  Insurance  or  self-insurance  covering 
loss  of  or  damage  to  the  equipment  during 
rental  periods,  as  indicated  in  Schedule  1 
and  copy  of  policy  attached.  ’The  Contractor 
agrees  to  maintain  this  Insurance  coverage 
for  loss  of  or  damage  to  the  equipment  dur¬ 
ing  the  entire  term  of  this  agreement. 

Note:  When  rental  rates  do  not  Include 
the  cost  of  insurance  or  self-insurance,  sub¬ 
stitute  the  following  paragraph: 

“Rental  rates  do  not  Include  any  factor 
representing  the  cost  of  insurance  or  self* 
insurance  covering  loss  of  or  damage  to  the 
equipment  during  rental  periods.” 
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4  Rental  period.  The  rental  period  for 
whldh  rental  Is  payable  for  an  Item  or  equip¬ 
ment  shaU  consist  of  a  base  period,  beginning 
upon  the  date  stipulated  In  a  written  noUce 
the  Contracting  Officer  to  the  contrac¬ 
tor  that  the  Commission  has  accepted  the 
Item  of  equipment  at  the  Jobsite,  and  ending 
upon  the  date  stipulated  In  a  written  notice 
from  the  Contracting  Officer  to  the  contrac¬ 
tor  that  use  of  the  item  of  eqiUpment  Is  ter¬ 
minated,  subject  to  the  following  additions, 
deductions,  and  conditions: 

(a)  In-transit  time.  There  shall  he  added 
to  the  base  period  (1)  the  actual  In-translt 
time  of  Inbound  transportation  from  one 
point  of  shipment  to  the  Jobsite,  not  exceed¬ 
ing  the  time  required  for  such  transportation 
by  commercial  carrier  via  the  most  expedi¬ 
tious  routing  available,  of  any  Item  of  equip¬ 
ment  subsequently  accepted  by  the  Conunls- 
Blon,  and  (2)  the  actual  In-translt  time  of 
outbound  return  transportation  from  the 
Jobsite,  to  the  original  point  of  Inbound  ship¬ 
ment,  or  other  destination  at  equal  or  less 
distance  from  the  Jobsite,  not  exceeding  the 
Hma  required  for  such  transportation  by 
commercial  carrier  via  the  most  expeditious 
routing  available,  of  any  Item  of  equipment 
whose  use  has  been  terminated  by  the 
Commission. 

(b)  Delay  due  to  repairs.  ( 1 )  The  time  re¬ 
quired  for  repair  of  equipment  shall  be  de¬ 
ducted  from  the  base  period  If  such  repair 
is  necessitated  by  willful  misconduct  or  lack 
of  good  faith  on  the  part  of  the  contractor’s 
managerial  personnel,^  or  made  necessary  by 
defects  not  reasonably  ascertainable  on  Initial 
Inspection  by  the  Commission. 

(2)  If  an  Item  of  equipment  has  been  ac¬ 
cepted  by  the  Commission,  the  subsequent 
withdrawal  by  the  contractor  of  such 
Item  from  the  work  for  necessary  repairs 
(due  to  causes  other  than  those  mentioned 
In  the  preceding  paragraph)  shall  not  Inter¬ 
rupt  the  running  of  the  base  period  unless 
the  Contracting  Officer  finds  that  the  con¬ 
tractor  has  not  exercised  due  diligence  in 
effecting  the  repairs  or  In  returning  the  Item 
to  use  and  in  such  event  the  time  which  the 
Contracting  Officer  finds  to  have  been  exces¬ 
sive  shall  be  deducted  from  the  base  period. 

(c)  Time  for  repairs  on  termination.  In  the 
event  the  Commission  in  accordance  with 
paragraph  6(c)  elects  to  effect  repair  or 
replacement  of  an  Item  of  equipment  prior 
to  scheduled  return  shipment,  the  time  re¬ 
quired  for  such  repair  or  replacement  shall 
be  added  to  the  base  period. 

(d)  Trial  period.  If  Initial  Inspection  by 
the  Commission  discloses  that  the  condition 
of  an  item  of  equipment  Is  doubtful.  It  will 
not  be  accepted  by  the  Commission  without 
a  trial  period  of  operation  to  prove  such 
Item  upon  terms  and  conditions  agreed  upon 
by  the  contractor  and  the  Commission.  If  the 
equipment  is  found  unacceptable  In  the  trial 
period,  no  rental,  transportation,  or  other 
expenses  will  be  due  the  contractor. 

(e)  Rental  limitation.  When  the  aggregate 
of  rental  paid  for  an  Item  of  equipment 
equals  75  percent  of  its  appraised  value,  as 
agreed  up>on  by  the  contractor  and  the  Con¬ 
tracting  Officer  at  or  prior  to  the  time  of 
acceptance  by  the  Commission  and  set  forth 
In  the  Initial  Inspection  report,  the  rental 
period  shall  cease  as  to  such  Item  for  pur¬ 
poses  of  rental  payment.  Such  Item  shall 
thereafter  remain  available  for  use  under 
the  contract  without  further  rental  pay¬ 
ments  but  otherwise  In  accordance  with  the 
terms  and  conditions  of  this  agreement,  until 
the  contractor  receives  written  notice  from 
the  Contracting  Officer  that  use  of  the  Item 
la  terminated.  The  limitation  of  rental  to  76 


*  The  term  “managerial  personnel’’  as  used 
In  this  agreement  Is  as  defined  In  the  article 
of  the  contract  entitled  “Property," 


percent  of  the  agreed  value  shall  apply  to 
the  total  of  all  rental  due  \mder  this  para¬ 
graph  4.  A  failure  to  agree  as  to  the  value 
of  an  item  of  equipment  shall  be  deemed 
to  be  a  dispute  within  the  meaning  of  the 
article  of  the  contract  entitled  “Disputes." 

6.  Transportation.  Inbound  transportation 
of  equipment,  f.o.b.  cars  from  the  original 
point  of  shipment  to  the  Jobsite,  and  out¬ 
bound  return  transportation  of  shipment 
f.o.b.  cars  to  the  original  point  of  shipment 
or  to  another  destination  selected  by  the 
contractor  at  equal  or  less  distance  from 
the  Jobsite,  shall  be  at  the  expense  of  the 
Government,  subject  to  the  following 
conditions: 

(a)  Limitation  on  return  transportation. 
The  Government  shall  not  bear  any  expense 
for  outbound  return  transportation  In  excess 
of  the  amount  paid  for  Inbound  transporta¬ 
tion  to  the  Jobsite,  except  additional  amounts 
representing  or  equivalent  to  increases  In 
freight  rates  applicable  to  the  route  to  the 
original  point  of  shipment. 

(b)  Limitation  on  long  distance  transpor¬ 
tation.  ’Transportation  over  a  distance  in  ex¬ 
cess  of  500  miles  shall  be  subject  to  the  ap¬ 
proval  of  the  Contracting  Officer. 

(c)  Transportation  by  other  than  common 
carrier.  The  expense  borne  by  the  Govern¬ 
ment  hereunder  for  transportation  by  a 
method  other  than  common  carrier  shall  be 
the  actual  expense  of  such  transportation  as 
shown  by  evidence  satisfactory  to  the  Con¬ 
tracting  Officer,  but  shall  In  no  case  exceed 
the  amount  which  would  be  paid  for  such 
transportation  by  a  suitable  and  available 
common  carrier  unless  otherwise  authorized 
by  the  Contracting  Officer. 

(d)  Loading  and  unloading.  Only  such 
costs  of  loading  and  unloading  equipment  as 
are  incurred  at  the  Jobsite  shall  be  borne 
by  the  Government. 

(e)  Equipment  not  in  required  condition. 
The  Government  shall  not  bear  the  expense 
of  transportation  of  any  item  of  equipment 
which  arrives  at  the  Job  In  a  condition  which 
does  not  fulfill  the  requirements  of  para¬ 
graph  6(a)  and  which  Is  not  placed  In  the 
condition  required  under  paragraph  6(a)  by 
the  contractor  at  the  contractor’s  expense 
within  a  reasonable  time. 

6.  Condition  of  equipment — (a)  Condition 
on  delivery.  The  equipment  shall,  on  delivery 
at  the  Jobsite,  be  in  good  operating  condition 
to  render  efficient,  economical,  and  con¬ 
tinuous  service,  and  shall  be  equipped  with 
necessary  and  required  safety  devices  accord¬ 
ing  to  ICC  regulations  and  other  applicable 
Federal  and  State  laws.  Each  Item  of  the 
equipment  shall  have  been  registered  by  the 
contractor  at  the  contractor’s  own  expense 
with  all  Federal,  State,  and  local  authorities 
requiring  registration,  and  registration  plates 
or  other  evidence  of  registration  shall  be  dis¬ 
played  In  accordance  with  the  requirements 
of  the  registering  authority:  the  cost  of 
subsequent  registration  shall  also  be  borne 
by  the  contractor.  If  any  Item  of  equipment 
on  arrival  at  the  Jobsite  Is  not  In  the  condi¬ 
tion  required  by  this  paragraph.  Its  use  on 
the  work  shall  not  be  permitted  unless  and 
until  It  Is  placed  in  the  condition  required 
by  this  paragraph  at  the  contractor’s  expense 
and  within  a  reasonable  time.  If  any  such 
Item  Is  not  placed  In  the  condition  required 
by  this  paragraph  within  a  reasonable  time, 
the  Contracting  Officer  may  reject  the  item 
and  require  Its  removal  from  the  Jobsite, 
and  In  that  event  the  Government  shall  not 
be  liable  for  rental,  transportation,  or  any 
other  expense  in  connection  with  such  item. 

(b)  Condition  on  the  job.  Equipment  ac¬ 
cepted  by  the  Commission  shall  be  main¬ 
tained  by  the  contractor  In  the  condition 
required  for  Its  operation  until  use  of  the 
equipment  Is  terminated  by  the  Contract¬ 
ing  Officer.  Maintenance  and  repair  required 
to  keep  accepted  equipment  In  such  condi¬ 


tion  during  such  time  and  replacement  (at 
the  agreed  value  set  forth  in  the  initial  in¬ 
spection  report,  less  depreciation)  of  ac¬ 
cepted  equipment  lost  or  destroyed  during 
such  time,  shall  be  at  the  exp>en8e  of  the 
Cktvernment  unless  such  maintenance,  re¬ 
pair,  or  replacement  is  made  necessary  by 
loss  or  damage  covered  by  any  policy  of  In¬ 
surance  (or  self-lnsurance) ,  or  caused  by 
wilful  misconduct  or  lack  of  good  faith  on 
the  part  of  the  contractor’s  managerial  per¬ 
sonnel,  or  is  made  necessary  by  defects  not 
reasonably  ascertainable  on  Initial  inspec¬ 
tion  by  the  Commission. 

(c)  Condition  on  termination.  Upon  ter¬ 
mination  by  the  Commission  of  the  use  of 
any  item  of  equipment,  the  item  shall  be 
returned  by  the  Commission  to  the  contrac¬ 
tor  at  the  Job  site  in  as  good  condition  as 
when  received  by  the  Commission  (as  shown 
by  the  Initial  inspection  report)  less  normal 
wear  and  tear,  except  for  any  loss  or  damage 
which  is  due  to  willful  misconduct  or  lack 
of  good  faith  on  the  part  of  the  contractor’s 
managerial  personnel,  or  defects  not  reason¬ 
ably  ascertainable  on  Initial  Inspection  by 
the  Commission,  or  which  Is  covered  by  any 
policy  of  Insurance  (or  self-lnsiuance) .  If 
the  Inspection  report  to  be  made  Immediately 
prior  to  the  scheduled  return  shipment  of 
an  item  of  equipment  discloses  the  neces¬ 
sity  for  repairs  or  replacement  the  cost  of 
which  Is  the  responsibility  of  the  Govern¬ 
ment  under  this  paragraph,  the  Commission 
may  at  Its  election  either  (1)  effect  such 
repairs  or  replacements  or  (2)  allow  the 
contractor  the  agreed  estimated  reasonable 
cost  of  such  repairs  (or  the  agreed  value  set 
forth  in  the  initial  Inspection  report,  less 
depreciation,  if  replacement  Is  required) ,  and 
a  sum  In  lieu  of  rental  for  the  time  estimated 
by  the  Contracting  Officer  to  be  necessary 
for  such  repairs.  Failure  to  agree  as  to  the 
estimated  reasonable  cost  of  affecting  such 
repairs  or  replacement  under  (2)  above,  shall 
be  deemed  to  be  a  dispute  within  the  mean¬ 
ing  of  the  article  of  the  contract  entitled 
“Disputes.” 

(d)  Inspection.  For  the  purpose  of  estab¬ 
lishing  the  condition  of  the  equipment,  each 
item  of  equipment  shall  be  Inspected,  tested 
and  Inventoried  by  representatives  of  the 
Commission,  and  at  the  contractor’s  option, 
together  with  representatives  of  the  con¬ 
tractor,  prior  to  Its  acceptance  by  the  Com¬ 
mission  and  also  Immediately  prior  to 
scheduled  return  shipment.  The  results  of 
such  Inspections  and  tests,  and  the  inven¬ 
tories  compiled,  shall  be  incorporated  in  re¬ 
ports  submitted  to  the  contractor  and  to  the 
Contracting  Officer.  For  any  Item  of  equip¬ 
ment  which  the  contractor  has  failed  to 
inspect,  test,  and  Inventory,  or  has  failed  to 
report  as  provided  herein,  the  contractor 
agrees  that  the  report  submitted  hereunder 
by  a  representative  of  the  Commission  shall 
be  conclusive  evidence  of  the  condition  as 
of  the  date  of  Inspection. 

(e)  Excessive  repairs.  The  Contracting 
Officer  may  deduct  from  payments  otherwise 
due  the  contractor  any  amounts  previously 
allowed  the  contractor  under  this  agreement 
for  repairs  made  at  the  Government’s  ex¬ 
pense  which  the  Contracting  Officer  finds 
to  have  been  In  excess  of  the  requirements 
of  this  agreement. 

7.  Protection  of  equipment — steps  to  be 
taken  in  event  of  loss,  (a)  The  contractor 
shall  take  all  reasonable  and  necessary  pre¬ 
cautions  to  safeguard  and  protect  the  equip¬ 
ment.  Any  loss  of  or  damage  to  the  equip¬ 
ment  will  be  at  the  contractor’s  risk  to  the 
extent  that  such  loss  or  damage  Is  required 
to  be  covered  by  Insurance  under  paragraph 
3(d)  of  this  agreement. 

Nots:  When  paragraph  3(d)  of  the  agree¬ 
ment  provides  that  rental  r^tes  do  not  In¬ 
clude  any  factor  representing  the  cost  of 
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Insurance  or  self-lnsiuance  covering  loss  of 
or  damage  to  the  equipment  during  rental 
periods,  the  following  paragraph  (a)  shall 
be  used: 

"(a)  The  contractor  shall  take  all  reason¬ 
able  and  necessary  precautions  to  safeguard 
and  protect  the  equipment.  Any  loss  of  or 
damage  to  the  equipment  will  be  at  the  con¬ 
tractor’s  risk  to  the  extent  that  such  loss 
or  damage  Is  covered  by  any  poUcjLOf  Insur¬ 
ance  (or  self-lnsurance) 

(b)  Upon  the  happening ’of  any  loss  or 
damage  which  Is  at  the  risk  of  the  Govern¬ 
ment  under  this  agreement,  the  contractor 
shall  Immediately  notify  the  Contracting 
Officer  of  the  occasion  and  extent  thereof, 
shall  at  the  Contracting  Officer’s  request 
effect  an  assignment  and  subrogation  In  favor 
of  the  Government  of  all  the  contractor’s 
rights  and  claims  (except  those  against  the 
Government)  arising  out  of  any  such  loss 
or  damage,  shall,  If  required  by  the  Con¬ 
tracting  Officer,  authorize  representatives  of 
the  Goveriunent  to  settle  or  prosecute  to 
final  Judgment  any  such  claims,  and  shall 
furnish  to  the  Government  on  request  all 
reasonable  assistance  In  obtaining  recovery. 

.  8.  Liquidation  of  indebtedness.  The  con¬ 
tractor  warrants  full  and  complete  title  and 
right  to  possession  of  all  the  equipment, 
subject  only  to  those  liens,  encumbrances  or 
claims  to  title  or  possession  securing  the 
Indebtedness  detailed  on  Schedule  1,  Part  2. 
’The  contractor  agrees  to  apply  such  portion 
of  the  rental  payment  hereunder  as  may  be 
necessary  for  the  prompt  discharge  of  such 
Indebtedness.  If  at  any  time  any  person 
holding  a  lien,  encumbrance,  or  claim  against 
any  Item  of  equipment  shall  submit  to  the 
Commission  evidence  that  the  contractor  Is 
not  discharging  the  Indebtedness  secured 
thereby  In  accordance  with  the  terms  under 
which  the  Indebtedness  Is  payable  or  dis¬ 
chargeable,  the  Commission  shall  have  the 
right  upon  three  (3)  days’  written  notice  to 
the  contractor  to  impound  such  part  of  the 
unpaid  rental  hereunder,  as  the  Commission 
In  its  sole  discretion  deems  necessary,  until 
the  rights  of  the  contractor  and  any  such 
person  are  determined  and  all  Just  and 
proper  claims  of  such  person  are  satisfied: 
Provided,  ’That  nothing  contained  in  this 
paragraph  shall  be  construed  to  require 
the  contractor  to  pay  to  such  person  any 
sum  not  required  to  be  paid  by  the  terms 
under  which  the  Indebtedness  was  Incurred 
or  to  pay  any  sum  prior  to  the  time  it  be¬ 
comes  due. 

9.  Taxes.  Unless  otherwise  directed  by  the 
Contracting  Officer  under  the  article  of  the 
contract  entitled  "State  and  Local  Taxes,” 
the  contractor  shall  at  the  contractor’s  own 
expense  pay  and  discharge  any  and  all  taxes 
levied  upon  any  Item  of  the  equipment. 

Schedule  1 

PART  1 — ITEMS  AND  RENTAL  RATES 

Item  description  {equip¬ 
ment  No.;  type  of 
equipment;  serial  No.; 
manufacturer ;  year  of 
model;  original  point  of 
Item  No.  shipment;  etc.) 


Description  of 
any  insurance 
coverage  for 
loss  or  damage 

to  equipment  ‘  Item  Rental  Rates 


»  Attach  certified  copy  of  Insurance  policy. 
(Continue,  If  necessary,  on  reverse  side  or 
on  separate  sheets.) 


PART  2 — LIENS,  ENCUMBRANCES  AND  CLAIMS 

’The  following  U  a  complete  and  correct 
statement  of  the  amount  or  amounts  of  any 
and  all  Indebtedness  secured  by  liens  or  other 
encumbrances  of  any  nature,  legal  or  equi¬ 
table,  which  are  held  any  person,  firm  or 
corporation  against  the  equipment,  items 
Nos.  1  through - - 


(Contractor) 
By . — . 


(Title) 

Name  and  address  of 
Item  No.  present  creditor 


Present  unpaid  Amounts  and  dates  of 

balance  future  payments 


(Continue,  If  necessary,  on  reverse  side  or 
on  separate  sheets.) 

§  9-16.5002-13  Outline  of  agreement 
for  rental  of  third  party  owned  con¬ 
struction  equipment. 

Note:  This  form  of  agreement  Is  for  use 
where  an  AEC  prime  cost-type  construction 
contractor  rents  construction  equipment 
(without  operator)  from  a  third  party. 

This  agreement,  made  and  entered  Into 

this  _  day  of  _ _  19—,  by 

and  between - 


(hereinafter  called  the  “lessor”) 

and  - 

(hereinafter  called  the  “lessee”) 
Witnesseth: 

Whereas,  the  lessee  has  entered  Into  a 

contract,  dated  _ _ _ _ 

_  (hereinafter  called  the  “con¬ 
struction  contract”),  with  the  United  States 
of  America  (hereinafter  called  the  “Govern¬ 
ment”),  represented  hy  the  U.S.  Atomic 
Energy  Commission  (hereinafter  called  the 
“Commission”),  for  the  performance  of  cer¬ 
tain  construction  work  in  connection  with 

the  construction _ at - ; 

and 

Whereas,  the  lessor  is  the  owner  of  certain 
construction  plant  and  equipment  (herein¬ 
after  called  the  “equipment”),  listed  on  the 
attached  Schedule  1  attached  to  and  made 
a  part  of  this  agreement;  and 

Whereas,  the  lessee  desires  to  rent  the 
equipment  for  use  in  performing  the  con¬ 
struction  contract: 

Now,  therefore.  In  consideration  of  the  mu¬ 
tual  covenants  and  conditions  herein  set 
forth.  It  Is  agreed  as  follows: 

Article  I — Equipment  rented.  The  lessor 
agrees  to  furnish  for  use  by  the  lessee  In  the 
performance  of  the  construction  contract 
the  equipment  Itemized  In  Schedule  1  at 
time  specified  as  follows: 

Each  item  of  the  equipment  shall  be 
clearly  marked  with  the  identification  num¬ 
ber  assigned  to  It  on  Schedule  1.  ’The  lessor 
and  the  lessee  may  from  time  to  time  amend 
Schedule  1  by  deleting  or  adding  Items. 

Article  II — Payments.  Payments  shall  he 
made  by  the  lessee  to  the  lessor  at  monthly 
Intervals  on  Invoices  rendered  by  the  lessor 
for: 

(a)  Rental.  Rental  of  equipment,  for 
rental  periods  determined  In  accordance  with 
the  article  entitled  “Rental  Period”  and  at 
the  rates  set  forth  in  Schedule  1  applied  in 
accordance  with  the  article  entitled  “Appli¬ 
cation  of  Rates.” 


(b)  Transportation.  ’Transportation  of 
eqtilpment  In  acocxdance  with  the  article 
entitled  “Transportation.” 

(c)  Repair.  Maintenance,  repair,  n-n^t 
placement  of  equipment  to  the  extent  pro- 
vlded  In  the  articles  entitled  “Conditions  of 
Equipment”  and  “Protection  of  Equipment^ 
Steps  to  be  Taken  In  Event  of  Loss.” 

Article  III — Application  of  rates.  Hie  rates 
set  forth  In  Schedule  1  shall  be  applied  In 
accordance  with  the  following  rules: 

(a)  Basis  of  rates.  Bates  are  based  upon 
one  shift  of  8  hours  per  day,  40  home  per 
week,  or  176  hours  per  month  (of  30  consecu¬ 
tive  days) . 

(b)  Apportionment  of  rates.  The  monthly 
rate  and  its  pro  rata  shall  apply  to  all  rentiU 
periods  of  1  month  or  more.  The  weekly 
rate  and  its  pro  rata  shall  apply  to  all  rental 
periods  of  1  week  or  more  up  to  1  month. 
The  dally  rate  and  Its  pro  rata  shall  apply  to 
all  rental  periods  up  to  1  week. 

(c)  Overtime.  If  the  equipment  Is  rented 
by  the  day,  the  rate  for  overtime  Is  cme- 
slxteenth  (Vic)  of  the  dally  rate  for  each  hour 
of  use  In  any  day  in  excess  of  8  hours;  11  It  is 
rented  by  the  week,  the  rate  for  overtime  is 
one-eightieth  (t4o)  of  the  weekly  rate  for 
each  hour  of  use  In  any  week  In  excess  of  40 
hours;  and  If  It  Is  rented  by  the  month,  the 
overtime  rate  Is  one-three  himdred  and 
fifty-second  (tSss)  of  the  monthly  rate  for 
each  hour  of  use  in  excess  of  176  hours  In 
any  one  30-consecutive-day  period. 

(d)  Insurance.  Rental  rates  include  the 
cost  of  insurance  or  self-insurance  covering 
loss  of  or  damage  to  the  equipment  during 
rental  periods  as  Indicated  In  Schedule  1  and 
copy  of  policy  attached.  The  lessor  agrees 
to  maintain  this  Insurance  coverage  for  loss 
of  or  damage  to  the  equipment  during  the 
entire  term  of  this  agreement. 

Note:  When  rental  rates  do  not  Include 
the  cost  of  insurance  or  self-insurance,  sub¬ 
stitute  the  following  paragraph: 

“Rental  rates  do  not  Include  any  factor 
representing  the  cost  of  Insurance  or  self- 
insurance  covering  loss  of  or  damage  to  the 
equipment  during  rental  periods.” 

Article  IV — Rental  period.  The  rental  pe¬ 
riod  for  which  rental  is  payable  for  an  Item 
of  equipment  shall  consist  of  a  base  period, 
beginning  upon  the  date  stipulated  In  a  writ¬ 
ten  notice  from  the  lessee  to  the  lessor  that 
the  lessee  has  accepted  the  Item  of  eqylp- 
ment  at  the  Jobsite,  and  ending  upon  the 
date  stipulated  In  a  written  notice  from  the 
lessee  to  the  lessor  that  use  of  the  Item  of 
equipment  Is  terminated,  subject  to  the  fol¬ 
lowing  additions,  deductions,  and  conditions. 

(a)  In-transit  time.  ’There  shall  be  added 
to  the  base  period  (1)  the  actual  In- transit 
time  of  inbound  transportation  from  the 
point  of  shipment  to  the  Jot>slte,  not  ex¬ 
ceeding  the  time  required  for  such  trans¬ 
portation  by  commercial  carrier  via  the  most 
expeditious  routing  available,  of  any  Item  of 
equipment  subsequently  accepted  by  the 
lessee,  and  (2)  the  actual  In-transit  time  of 
outbound  return  transportation  from  the 
Jobsite  to  the  original  point  of  Inbound  ship¬ 
ment,  or  other  destination  at  equal  or  less 
distance  from  the  Jobsite,  not  exceeding  the 
time  required  for  such  transportation  by 
commercial  carrier  via  the  most  expeditious 
routing  available,  of  any  Item  of  equipment 
whose  use  has  been  terminated  by  the  lessee. 

(b)  Trial  period.  If  Initial  Inspection  by 
the  lessee  discloses  that  the  condition  of  an 
Item  of  equipment  is  doubtful,  it  will  not 
be  accepted  by  the  lessee  without  a  trial 
period  of  operation  to  prove  such  Item  upon 
terms  and  conditions  agreed  upon  by  the 
lessor  and  the  lessee  and  approved  by  the 
Commission.  If  the  equipment  Is  found  un¬ 
acceptable  In  the  trial  period,  no  rental. 
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^naportatton,  or  other  expenses  will  be  due 

due  to  repairs.  (1)  The  time  re- 
niAred  for  repair  of  equipment  shall  be 
ducted  from  the  base  period  If  such  repair 
1.  necessitated  by  wilful  misconduct  or  lack 
of  good  faith  on  the  part  of  the  lessor.  If  an 
intUvldual.  or  the  partners  or  corporate  ofB- 
cers  of  the  lessor,  or  a  supervising  repesenta- 
tive  of  the  lessor,  or  made  necessary  by 
defects  not  reasonably  ascertainable  on  Ini¬ 
tial  Inspection  by  the  lessee. 

(2)  If  arrangements  are  made  for  the  les¬ 
sor  to  repair  an  item  of  equipment,  the  with¬ 
drawal  of  such  item  from  work  for  necessary 
repairs  (due  to  causes  other  than  those  men- 
tlo^  in  the  preceding  paragraph)  subse¬ 
quent  to  acceptance  of  the  Item  by  the  lessee 
shall  not  interrupt  the  running  of  the  base 
period  unless  the  lessee  or  the  Commission 
finds  that  due  diligence  In  effecting  the  re¬ 
pairs  or  in  returning  the  Item  to  use  has  not 
been  exercised.  In  the  latter  event  the  time 
found  to  have  been  excessive  shall  be  de¬ 
ducted  from  the  base  period. 

(d)  Time  for  repairs  on  termination.  In 
the  event  the  lessee  In  accordance  with  the 
article  entitled  “Condition  of  Equipment” 
elects  to  effect  repair  or  replacement  of  an 
item  of  equipment  prior  to  scheduled  re¬ 
turn  shipment  of  the  Item,  the  time  required 
for  such  repair  or  replacement  shall  be  added 
to  the  base  period. 

Article  V — Transportation.  Inbound  trans¬ 
portation  of  equipment,  f.o.b.  cars  from  the 
original  point  of  shipment  to  the  Jobsite,  and 
outbound  return  transportation  of  equip¬ 
ment  f.o.b.  cars  to  the  original  point  of  ship¬ 
ment  or  to  another  destination  selected  by 
the  lessor  at  equal  or  less  distance  from  the 
Jobsite,  shall  be  at  the  expense  of  the  lessee, 
subject  to  the  following  conditions ; 

(a)  Limitation  on  return  transportation. 
The  lessee  shall  not  bear  any  expense  for 
outbound  return  transportation  In  excess 
of  the  amount  paid  for  inbound  transporta¬ 
tion  to  the  Jobsite,  except  additional 
amounts  approved  by  the  Commission  rep¬ 
resenting  or  equivalent  to  increases  in 
freight  rates  applicable  to  the  route  to  the 
orlgnal  point  of  shipment. 

(b)  Limitation  on  long  distance  transpor¬ 
tation.  Transportation  over  a  distance  In  ex¬ 
cess  of  500  miles  shall  be  subject  to  the  ap¬ 
proval  of  the  lessee  and  the  Coriunisslon. 

(c)  Transportation  by  other  than  com¬ 
mon  carrier.  The  expense  borne  by  the  lessee 
hereunder  for  transportation  by  a  method 
other  than  common  carrier  shall  be  the  actual 
apeaso  of  such  transportation  as  shown  by 
evidence  satisfactory  to  the  lessee  and  the 
Commission,  but  shall  in  no  case  exceed  the 
amount  which  would  be  paid  for  such  trans¬ 
portation  by  a  suitable  and  available  com¬ 
mon  carrier  unless  otherwise  authorized  by 
the  lessee  and  the  Commission. 

(d)  Loading  and  unloading.  Only  such 
costs  of  loading  and  unloading  equipment 
as  are  Incurred  at  the  Job  site  shall  be  borne 
by  the  lessee. 

(e)  Equipment  not  in  required  condition. 
The  lesM  shall  not  bear  the  expense  of 
transportation  of  any  Item  of  equipment 
which  arrives  at  the  Job  site  In  a  condition 

[  which  does  not  fulfill  the  requirements  of 
the  article  entitled  “Condition  of  equip¬ 
ment”  and  which  is  not  placed  in  the  condl-. 
tlon  required  under  that  article  by  the  les¬ 
sor  at  the  lessor's  expense  within  a  reasonable 
time. 

ArtMe  VI — Condition  of  equipment — (a) 
Condition  on  delivery.  The  equipment  shall, 
on  dcllvny  at  the  Job  site,  be  In  good  operat¬ 
ing  condition  to  render  efficient,  economical 
and  continuous  service,  and  shall  be  equipped 
with  necessary  and  required  safety  devices 
■wording  to  ICC  regulations  and  other  ap- 
^cable  Federal  and  State  laws.  Each  Item 
w  the  equipment  shall  have  been  registered 
“T  the  lessor  at  the  lessor’s  own  expense 


with  all  Federal,  State,  and  local  authorities 
requiring  registration,  and  reglstratlmi  plates 
or  other  evidence  of  r^stratlcm  shall  be  dis¬ 
played  In  accordance  with  the  requirements 
of  the  registering  authority.  The  cost  of  sub¬ 
sequent  registration  shall  also  be  borne  by 
the  lessor.  If  any  Item  of  equipment  on  ar¬ 
rival  at  the  Job  site  Is  not  In  the  condition 
required  by  this  paragraph,  its  use  on  the 
work  shall  not  be  permitted  unless  and  until 
It  is  placed  in  the  condition  required  by  this 
paragraph  at  the  lessor’s  expense  and  within 
a  reasonable  time.  If  any  such  Item  Is  not 
placed  in  the  condition  required  by  this 
paragraph  within  a  reasonable  time  the 
lessee  may  reject  the  Item  and  require  Its 
removal  from  the  Job  site,  and  In  that  event 
the  lessee  shall  not  be  liable  for  rental, 
transportation,  or  any  other  expense  In  con¬ 
nection  with  such  item. 

(b)  Condition  on  the  job.  Maintenance 
and  repair  necessary  to  keep  accepted  equip¬ 
ment  in  the  condition  required  for  Its  opera¬ 
tion  until  use  of  the  equipment  Is  termi¬ 
nated  by  the  lessee,  and  replacement  (at  the  , 
value  agreed  upon  by  the  lessor  and  the  ’ 
lessee  with  the  approval  of  the  Commission 
at  or  prior  to  the  time  of  acceptance  by  the 
lessee  and  set  forth  In  the  initial  Inspection 
report,  less  depreciation)  of  accepted  equip¬ 
ment  lost  or  destroyed  during  such  time, 
shall  be  at  the  expense  of  the  lessee.  Except, 
however,  such  maintenance,  repair,  or  re¬ 
placement  will  not  be  at  the  expense  of  the 
lessee  If  It  Is  made  necessary  by  loss  or  dam¬ 
age  covered  by  any  policy  of  Insurance  (or 
self-insurance) ,  or  caused  by  wilful  miscon¬ 
duct  or  lack  of  good  faith  on  the  part  of  the 
lessor,  if  an  individual,  or  the  partners  or 
corporate  officers  of  the  lessor,  of  a  supervis¬ 
ing  representative  of  the  lessor,  or  is  made 
necessary  by  defects  not  reasonably  ascer¬ 
tainable  on  Initial  inspection  by  the  lessee. 

(c)  Condition  on  termination.  Upon  ter¬ 
mination  by  the  lessee  of  the  use  of  any 
Item  of  equipment,  the  Item  shall  be  returned 
by  the  lessee  to  the  lessor  at  the  Jobsite 
In  as  good  condition  as  when  received  by  the 
lessee  (as  shown  by  the  initial  Inspection 
report),  less  normal  wear  and  tear,  except 
for  any  loss  or  damage  which  Is  due  to 
wilful  misconduct  or  lack  of  good  faith  on 
the  part  of  the  lessor.  If  an  Individual,  or 
the  peirtners  or  corporate  officers  of  the  lessor 
or  a  supervising  representative  of  the  lessor, 
or  defects  not  reasonably  ascertainable  on 
Initial  Inspection  by  the  lessee,  or  which  Is 
covered  by  any  policy  of  Insurance  (or  self- 
insurance).  If  the  Inspection  report  to  be 
made  Immediately  prior  to  the  scheduled 
return  shipment  of  an  Item  of  equipment 
discloses  the  necessity  for  repairs  or  replace¬ 
ments  the  cost  of  which  Is  the  responslltillty 
of  the  lessee  under  this  paragraph,  the  lessee 
may,  at  Its  election,  either  (1)  effect  such 
repairs  or  replacements,  or  (2)  with  the  ap¬ 
proval  of  the  Commission,  allow  the  lessor 
the  agreed  estimated  reasonable  cost  of  such 
repairs  (or  the  agreed  value  less  depreciation. 
If  replacement  Is  required) ,  and  a  sum  In  lieu 
of  rental  for  the  time  estimated  by  the  lessee 
to  be  necessary  for  such  repairs. 

(d)  Inspection.  For  the  pxirpose  of  estab¬ 
lishing  the  condition  of  the  equipment,  each 
Item  of  equipment  shall  be  Inspected,  tested, 
and  Inventoried  by  representatives  of  the 
lessee  and,  at  the  lessor’s  option,  together 
with  representatives  of  the  lessor  (and  of 
the  Commission,  If  the  Commission  so  elects) . 
prior  to  Its  acceptance  by  the  lessee  and 
Immediately  prior  to  scheduled  return  ship¬ 
ment.  The  results  of  such  Inspections  and 
tests,  and  the  Inventories  complied,  shall  be 
incorporated  In  reports  submitted  to  the 
lessor  and  to  the  lessee  (and  to  the  Com¬ 
mission  If  the  Commission  so  requires).  PH>r 
any  Item  of  equipment  which  the  lessor  has 
failed  to  Inspect,  test,  and  Inventory,  or  has 
failed  to' report  as  provided  herein,  the  lessor 
agrees  that  the  report  submitted  hereunder 


by  •  representative  of  the  lessee  shall  be 
conclusive  evidence  of  the  condition  as  of 
the  date  of  Inspection. 

(e)  Excessive  repairs.  The  Cmnmlsslon  may 
require  the  lessee  to  deduct  from  payments 
otherwise  due  the  lessor  any  amounts  previ¬ 
ously  allbwed  the  lessor  under  this  agreement 
for  repetirs  made  at  the  lessee’s  expense  which 
the  Commission  finds  to  have  been  In  excess 
of  the  requirements  of  this  agreement. 

Article  VII — Protection  of  equipment — 
Steps  to  be  taken  in  event  of  loss,  (a)  The 
lessee  shall  take  all  reasonable  and  necessary 
precautions  to  safeguard  and  protect  the 
equipment.  Any  loss  of  or  damage  to  the 
equipment  will  be  at  the  lessor’s  risk  to  the 
extent  that  such  loss  or  damage  is  required 
to  be  covered  by  insurance  under  Article 
Ill(d)  of  this  agreement. 

Note;  When  Article  Ill(d)  of  the  agree¬ 
ment  provides  that  rental  rates  do  not  In¬ 
clude  any  factor  representing  the  cost  of 
insurance  or  self-insurance  covering  loss  of 
or  damage  to  the  equipment  during  rental 
periods,  the  following  paragraph  (a)  shall 
be  used: 

“(a)  The  lessee  shall  take  all  reasonable 
and  necessary  precautions  to  safeguard  and 
protect  the  equipment.  Any  loss  of  or  damage 
to  the  equipment  will  be  at  the  lessor’s  risk 
to  the  extent  that  such  loss  or  damage  is 
covered  by  any  p)ollcy  of  Insurance  (or 
self-lnsiu-ance) .” 

(b)  Upon  the  happening  of  any  loss  or 
damage  which  is  at  the  risk  of  the  lessee 
under  this  agreement,  the  lessee  shall  Imme¬ 
diately  notify  the  lessor  of  the  occasion  and 
extent  thereof,  and  the  lessor  shall  there¬ 
upon,  at  the  lessee’s  request  effect  an  assign¬ 
ment  and  subrogation  in  favor  of  the  lessee 
or  the  Government  of  all  the  lessor’s  rights 
and  claims  (except  those  against  the  lessee 
or  the  Government)  arising  out  of  any  such 
loss  or  damage,  shall,  if  required  by  the  lessee 
or  the  Government,  authorize  representatives 
of  the  lessee  or  the  Government  to  settle  or 
prosecute  to  final  Judgment  any  such  claims, 
and  shall  furnish  to  the  lessee  or  the  Govern¬ 
ment  on  request  all  reasonable  assistance  In 
obtaining  recovery. 

Article  VIII — Liquidation  of  indebtedness. 
The  lessor  warrants  full  and  complete  title 
and  right  to  possession  of  all  the  equipment, 
subject  only  to  those  liens,  encumbrances  or 
claims  to  title  or  possession  securing  the  in- 
debtednese  detailed  on  Schedule  1,  Part  2. 
The  lessor  agrees  to  apply  such  portion  of 
the  rental  payable  hereunder  as  may  be 
necessary  for  the  prompt  discharge  of  such 
Indebtedness.  If  at  any  time  any  person 
holding  a  lien,  encumbrance,  or  claim  against 
any  Item  of  the  equipment  shall  submit  to 
the  lessee  evidence  that  the  lessor  Is  not  dis¬ 
charging  the  Indebtedness  secured  thereby 
In  accordance  with  the  terms  under  which 
the  Indebtedness  is  payable  or  dischargeable, 
the  lessee  shall  have  the  right  upon  three  (3) 
days’  written  notice  to  the  lessor  to  Impound 
such  part  of  the  unpaid  rental  hereunder  as 
the  lessee,  with  the  approval  of  the  Com¬ 
mission,  deems  necessary  until  the  rights 
of  the  lessor  and  any  such  person  are  de¬ 
termined  and  all  Just  and  proper  claims  of 
such  person  are  satisfied:  Provided,  That 
nothing  contained  In  this  paragraph  shall 
be  construed  to  require  the  lessor  to  pay  to 
such  person  any  sum  not  required  to  be  paid 
by  the  terms  under  which  ^e  Indebtedness 
was  Incurred  or  to  pay  any  sum  prior  to  the 
time  It  becomes  due. 

Article  IX — Taxes.  Unless  otherwise  di¬ 
rected  by  the  Commission,  the  lessor  shall 
at  the  lessor’s  own  expense  pay  and  dis¬ 
charge  any  and  all  taxes  levied  upon  any 
Item  of  equipment. 

Article  X — Examination  of  records.  Insert 
article  In  accordance  with  { 9-7.5<X)4-10. 

Article  XI — Covenant  against  contingent 
fees.  Insert  article  In  accordance  with 
S  9-7.5004-2^ 


No.  186— Pt.  II - 16 


FEDERAL  REGISTER,  VOL  34,  NO.  186 — SATURDAY,  SEPTEMBER  27,  1969 


15222 


RULES  AND  REGULATIONS 


g 


Article  XU — Renegotiation.  Insert  con¬ 
tract  article  set  forth  In  i  9-7.500^20  If  the 
agreement  Is  subject  to  the  Renegotiation 
Act  of  1951.  as  amended. 

Article  XIII — Definition.  As  used  herein 
the  term  “Commission’'  means  the  U.S. 
Atomic  Energy  Commission  or  any  duly  au¬ 
thorized  representative  thereof.  Including 
the  Contracting  Officer  under  the  construc¬ 
tion  contract. 

In  witness  whereof,  the  lessor  and  the 
lessee  have  executed  this  agreement  as  of  the 
day  and  year  above  written. 


Lessor: 
By . 


(Title) 


Lessee: 

By . . 

. "(Title) 

Schedule  1 

PART  1 - items  and  RENTAL  RATES 

Item  description  {equip¬ 
ment  No.;  type  of 
equipment;  serial  No.; 
manufacturer;  year  of 
model;  original  point  of 
Item  No.  shipment;  etc.) 


Description  of 
any  insurance 
coverage  for 
loss  or  damage 

to  equipment  >  Item  rental  rates 


(Continue,  If  necessary,  on  reverse  side  or 
on  separate  sheets.) 

*  Attach  certified  copy  of  Insurance  policy. 

PART  2 — LIENS,  ENCUMBRANCES  AND  CLAIMS 

The  following  Is  a  complete  and  correct 
statement  of  the  amount  or  amounts  of  any 
and  all  Indebtedness  secured  by  liens  or 
other  encumbrances  of  any  nature,  legal  or 
equitable,  which  are  held  by  any  person, 
firm  or  corporation  against  the  equipment. 
Items  numbered  1  through _ 


Lessor: 


(Title) 

Name  dnd  address  of 
Item  No.  present  creditor 


Present  unpaid  Amounts  and  dates  of 

balance  future  payments 


(Continue,  If  necessary,  on  reverse  side  or 
on  separate  sheets.) 

§  9—16.5002—14  Outline  of  inspection 
report  of  equipment. 

(a)  Inspection  report  for  cranes,  draglines, 
etc. 

Project  _ 

Date _ 

Location  _ 

Code  No. _ license  No. _ 

Description  _ 

(Attachments  listed  on  reverse  side) 

Date  and  time  of  arrival _ 

Via . . . . 

Owner’s  name  and  address _ 


lAotor  No. _ _ 

Serial _ Tear  manufactured _ _ 

Other  pertinent  Nos. _ _ 

Size _ Tyiw _ _ _ _____ 

No.  of  cylinders _ Horsepower  _ _ _ 

Tsrpe  power _ lifting  oapactty  _ _ _ 

Manufacturer  _ _ 

Address _ _ _ 

Shipping  weight _ _ 

Cost  new  _ 

Present  valuation  est.^ _ _ _ _ 

Estimated  cost  to  place  in  good  operating 

condition*  _ _ 

Crawler  treads _ _ 

Boom  hoist  shaft  and  bearings _ 

Adjustments  remaining _ 

Main  drive  chain  or  gear _ 

Crawler  tread  pins _ 

Main  driving  pinion _ 

Crawler  frame _ 

Main  clutch _ 

Drive  sprockets _ 

General  condition  of  motor _ _ _ _ 

Hoist  drum  gear _ 

Cab  lock  holds _ 

Boom  hoist  brake  facing _ _ _ 

Boom  hoist  brake  holds _ 

Boom  hoist  brake  lining _ 

Shows  sign  of  oil  consumption _ 

Boom  hoist  clutch _ 

Hoist  brake  holds _ ” 

Remarks  _ " 


Condition  teeth  _ _ 

Pins  and  bushings _ "3 

Back  Hok 

Condition  boom _ Length _ 

Dipper  stick _ 

Crowd  gears _ 

Sheaves  _ 

Buckets _ " 

Bucket  latch _ 

Number  of  teeth _ ” 

Condition  of  teeth _ " 

Pins  and  bushings _ ' 

Miscellaneous  attachments  such  as — ^Hy¬ 
draulic  Control  System,  Air  System,  Light 
Plants,  Starting  Motor.  Give  full  description, 
numbers,  condition  tools,  etc. 


Unit  transferred  to _ Date 

General  condition _ 


PART  9-17— EXTRAORDINARY  CON¬ 
TRACTUAL  ACTIONS  TO  FACILITATE 
THE  NATIONAL  DEFENSE 

Sec. 

9-17.000  Scope  of  part. 


‘Attach  an  explanation  of  the  valuation 
estimate. 

*  Attach  an  explanation  of  the  major  and 
minor  repairs  needed. 

At  time  of  inspection,  equipment  was 

- in  good  operating  condition.  In  our 

opinion,  the  valuation  of  $ _  placed 

upon  this  equipment  is _ fair  and  rea¬ 

sonable.  We  mutually  agree  upon  a  valua¬ 
tion  of$ _ 

(Signed)  . . . 

(Inspector) 

(Signed)  . 

(Inspector) 


(b)  Give  complete  description  of  all  at¬ 
tachments,  spare  parts,  etc. 

Clamshell  Bucket 

Make _ Model _ 

Serial _ Size _ Type _ 

Number  of  teeth  _  Number  of 

sheaves  _ 

Condition  of  sheaves _ 

Condition  of  sheave  shafts  upper _ 

Condition  of  sheaves  lower _ 

Condition  of  sheave  shafts  lower _ 

Condition  of  center  shaft _ 

Condition  of  center  shaft  castings _ 

Condition  of  arm  pins _ 

Condition  of  teeth _ 

Condition  of  bucket  general _ 


Drag  Bucket 


Condition  of  teeth  _ 
Condition  of  chain  _ 
Condition  of  sheave 
General  condition  _ 

Pair  lead  _ 

Fair  lead  sheaves  __ 


Shovel  Attachments 

Condition  boom _ Length 

Dipper  stick _ 

Crowd  gears _ 

Sheaves  _ 

Buckets _ 

Bucket  latch _ 

Number  teeth _ 


Subpart  9—1 7.1  — General 
9-17.101  Authority. 

9-17.105  Reports. 

Subpart  9—17.2 — Requests  for  Contractual 
Adjustment 

9-17.207-1  Filing  requests. 

9-17.208  Processing  cases. 

9-17.208-4  Records. 

Subpart  9—1 7.3 — Residual  Powers 

9-17.304  Records. 

Subpart  9—1 7.4 — Records  of  Requests  and 
Dispositions 

9-17.402  Final  records. 

Subpart  9—17.5 — Act  and  Executive  Order 
9-17.550  Contract  Adjustment  Board. 

Authority  :  The  provisions  of  this  Part  9- 
17  Issued  under  Sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  43 
U.8.C.  2201;  sec.  205  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—17.000  Scope  of  pari. 

This  part  establishes'procedures  to  im¬ 
plement  and  supplement  PPR  Part  1-17. 

Subpart  9—17.1 — General 

§  9—17.101  Authority. 

The  General  Manager  and  Deputy 
General  Manager  are  authorized  to  ap¬ 
prove  actions  in  accordance  with  the 
authority  vested  in  the  Atomic  Energy 
Commission  by  Public  Law  85-804  and 
Executive  Order  No.  10789,  as  amended. 
This  authority  is  not  redelegated.  No  re¬ 
quest  for  relief  for  any  amount  shall  be 
granted  or  denied  and  no  contract  or 
amendment  or  modification  of  a  contract 
or  advance  payment  shall  be  made  or  re¬ 
fused  pursuant  to  this  part  prior  to 
approval  by  the  <3eneral  Manager  or 
Deputy  General  Manager. 

§  9—17.105  Reports. 

The  Director,  Division  of  Contracts  is 
responsible  for  preparing  the  annual  re- 
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port  to  the  Congress  required  by  FPB 
1-17.105. 

Subpart  9-17.2 — Requests  for 
Contractual  Adjustment 

§  9^1 7.207-1  ’  Filing  requests. 

The  request  of  a  contractor  shall  be 
filed  in  quintupllcate. 

§  9^17.208  Processing  cases. 

Managers  of  Field  Offices  and  Direc¬ 
tors  of  Headquarters  Divisions  shall  sub¬ 
mit  to  the  Director,  Division  of  Con¬ 
tracts  four  copies  of  the  following: 

(a)  The  form  of  request  decribed  hi 
PPR  1-17.202-2, 

(b)  The  preliminary  record  required 
by  PPR  1-17.207-3,  and 

(c)  The  facts  and  evidence  described 
in  PPR  1-17.207-4,  unless  the  Director, 
Division  of  Contracts  shall  approve  their 
Mnisslon,  and 

(d)  A  recommended  course  of  action. 

§  9^17.208—4  Records. 

The  Director,  Division  of  Contracts 
shall  maintain  the  records  required  by 
PPR  1-17.208-4. 

Subpart  9—17.3 — Residual  Powers 
§  9-17.304  Records. 

Hie  Director,  Division  of  Contracts 
shall  retain  a  copy  of  the  memorandum 
required  by  PPR  1-17.303 (a). 

Subpart  9—17.4 — Records  of  Requests 
and  Dispositions 
§  9—17.402  Final  records. 

The  Director,  Division  of  Contracts, 
shall  prepare  the  final  record  described 
in  PPR  1-17.402. 

Subpart  9—17.5 — Act  and  Executive 
Order 

§  9-17.550  Contract  Adjustment  Roard. 

A  Contract  Adjustment  Board,  com¬ 
posed  of  the  Director,  Division  of  Con- 
tiacts  or  his  duly  authorized  representa¬ 
tive,  as  chairman,  and  representatives  of 
the  General  Counsel,  of  the  Controller, 
and  of  interested  Headquarters  Divisions 
designated  by  the  Director,  Division  of 
Contracts  as  members  shall  review  cases 
submitted  to  the  Director,  Division  of 
Contracts  pursuant  to  this  part  and  shall 
make  recommendations  to  the  General 
Manager  or  Deputy  General  Manager 
regarding  the  disposition  of  such  cases. 


PART  9-18— PROCUREMENT  OF 
CONSTRUCTION  AND  CONTRACT¬ 
ING  FOR  ARCHITECT-ENGINEER 
SERVICES 

Sec. 

0-18.000  Scope  of  part.  ' 

Subpart  9—1 8.1— General  Provisions 

8- 18.102-1  General. 

9- 18.108  Government  estimates. 

9-18.111  Concurrent  firm  fixed-price  and 

cost-type  construction  con¬ 
tracts. 

9-18.112  Construction  contracts  with  de¬ 

sign  architect-engineers. 
9-18.150  Abstracts  of  construction  bids 

and  proposals. 


Subpart  9-1 8.2— Formal  Advertising 

Bee. 

9-18J08-1  Preparatkm-of  Invitations  for 
bids. 

G-18JK)6  Prebid  conferences. 

Subpart  9—1 8.3 — Negotiatlont 

9-18.303  Price  negotiation  policies  and 

procediures. 

9-18.306  Subcontracting  policies  and 
procedures. 

9-18.306-2  Cost-reimbursement  type  con¬ 
tracts. 

9-18.306-3  Selection  of  a  cost-relmbiurse- 
ment  type  contractor. 

9-18.306-50  Preparation  for  negotiation — 
architect-engineer  and  cost- 
plus-a-fixed-fee  construction 
contracts: 

6-18.307  Negotiations. 

Subpart  9—18.6 — Buy  American  Act 

9-18.600  Scope. 

9-18.602-1  General. 

9-18.606  Violations  of  Buy  American  Act 
provisions  in  construction 
contracts. 

9-18.650  Excepted  supplies  to  be  used  In 
the  construction,  alteration, 
or  repair  of  any  public  work. 

Subpart  9—1 8.50 — Rental  of  Construction 
Equipment 

9-16.5000  Scope  of  subpart. 

9-18.5001  General  policy. 

9-18.5002  Rental  of  contractor-owned 
equipment. 

9-18.5002-1  Rental  agreement. 

9-18.5002-2  Rental  period. 

Authoritt:  The  provisions  of  this  Part  9- 
18  Issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  42 
17.8.0.  2201;  sec.  205  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  UB.C.  486. 

§  9—18.000  Scope  of  part. 

This  part  implements  and  supplements 
the  contracting  procedures  peculiar  to 
construction  contracts  set  forth  in  FPR 
Part  1-18  and  also  sets  forth  related  AEG 
requirements  for  architect-engineer  serv¬ 
ice  contracts. 

Subpart  9—18.1 — General  Provisions 
§  9-18.102-1  General. 

See  also  §  9-1.705-3. 

§9—18.108  Government  estimates. 

A  Government  estimate  of  costs  shall 
also  be  prepared  for  construction  sub¬ 
contracts  imder  cost-type  contracts.  The 
sendees  of  the  architect-engineer,  oper¬ 
ating  contractor,  or  construction  con¬ 
tractor  will  be  used  as  appropriate  in 
the  preparation  of  Government  esti¬ 
mates. 

§  9—18.111  Concurrent  firm  fixed-price 
and  cost-type  construction  contracts. 

See§  9-1 .5407(g). 

§  9—18.112  Construction  contracts  with 
design  architect-engineers. 

See  §9-1 .5407(g). 

§  9—18.150  Abstracts  of  construction 
bids  and  proposals. 

Managers  of  Field  Offices  shall  submit 
a  copy  of  the  certified  abstract  of  bids  or 
a  certified  copy  of  the  abstract  of  pro¬ 
posals  to  the  Director,  Division  of  CTon- 
struction  for  each  fixed-price  contract 


and  subcontract  to  be  entered  into  by 
AEC  and  Its  cost-type  contractors  for 
GtHistmction  projects  on  a  formal  adver¬ 
tising  or  an  invited  proposal  basis  which 
is  estimated  to  equal  or  exceed  $250,000 
and  which  will  require  on-site  labor. 
Elach  abstract  shall  be  submitted 
promptly  and  shall  include  the  Govern¬ 
ment  estimate. 

Subpart  9-18.2 — Formal  Advertising 

§  9—18.203—1  Preparation  of  invitations 
for  bids. 

(a)  The  following  procedure  shall  be 
followed  in  furnishing  copies  of  con¬ 
structions  plans  and  specifications; 

( 1 )  On  all  invitations,  plans  and  spec¬ 
ifications  will  be  available  on  request 
to  all  prospective  bidders,  including  gen¬ 
eral  contractors,  subcontractors,  and  ma¬ 
terial  and  equipment  suppliers.  Where 
the  cost  of  reproduction  is  $10  or  more, 
the  charge  shall  be  a  minimum  of  $10 
and  subject  to  a  maximmn  of  $25,  de¬ 
pending  upon  the  size  of  the  project  and 
the  number  of  drawings  and  the  volume 
of  specifications  involved.  Where  the  cost 
of  reproduction  is  less  than  $10,  the  Field 
Office  Manager  has  authority  to  make 
distribution  at  cost  of  reproduction,  or 
free  of  charge,  as  a  particular  situation 
dictates. 

(2)  No  refund  for  the  return  of  plans 
and  specifications  will  be  made  except 
when  the  Invitation  is  canceled  or  no 
award  is  made  under  the  invitation. 
Under  such  circumstances,  refund  of 
payments  will  be  made  upon  return  of 
the  plans  and  specifications  in  good  con¬ 
dition  to  the  Issuing  office. 

(3)  Plans  and  specifications  will  be 
issued  without  charge  to  such  organiza¬ 
tions  as  The  Associated  General  Con¬ 
tractors  of  America,  American  Road 
Builders’  Association,  Dodge  Reports, 
Blue  Reports,  Brown’s  Letters,  Inc.,  and 
others  that  maintain  public  plan  dis¬ 
play  rooms. 

§  9—18.205  Prebid  confcrence8. 

See  also  §  9-1.354. 

Subpart  9-1 8.3 — Negotiations 

§  9—18.303  Price  negotiation  policies 
and  procedures. 

See  also  Subpart  9-1.50  and  §  9- 
3.405-5. 

§  9—18.305  Subcontracting  policies  and 
procedures. 

The  provisions  of  FPR  1-18.305 (b)  and 
Part  9-59  apply  to  the  procurement  of 
construction  services  by  AEC  cost-type 
contractors. 

§  9—18.306—2  Cost-reimbursement  type 
contracts. 

(c)  Conclusion  of  negotiations.  Archi¬ 
tect-engineer  letter  contracts  should  also 
Include  the  basis  for  determining  the  fee, 
which  establishes  the  possible  range  of 
fees  for  the  work. 

§  9-18.306-3  Selection  of  a  cost-reim¬ 
bursement  type  contractor. 

See  Part  9-56. 
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§  9—18.30^50  Preparation  for  negotia¬ 
tion — architect-engineer  and  coat- 
plua-a-fixed-fee  construction  con¬ 
tracts. 


(a)  General.  Before  attempting  to  ne-  < 
gotlate  a  ctmtract,  the  following  Infor¬ 
mation  should  be  prepared :  * 

(1)  Description  of  the  work.  A  suffl-  ‘ 
ciently  detailed  description  and  cost  esti¬ 
mate  of  the  work  should  be  provided  to 
permit  an  evaluation  of  services  to  be 
I>erformed  by  the  various  participants 
and  the  degree  of  complexity  of  its  prin¬ 
cipal  components.  For  lump-sum  A-E 
contracts,  the  information  as  to  the  work 
should  be  in  more  detail  and  on  a  firmer 
basis,  particularly  as  to  estimated  costs, 
than  for  a  CPFT  contract.  The  estimated 
cost  of  the  component  items  (including 
the  costs  of  material  and  equipment  fur¬ 
nished  by  AEC)  and  their  descriptions, 
insofar  as  available,  should  be  included 
as  follows: 

(1)  Major  buildings  and  other  struc¬ 
tures  for  which  complete  designs  and 
specifications  are  to  be  prepared  by  the 
architect-engineer,  including  number 
and  cost  of  each  type,  with  as  much  in¬ 
formation  Bj  is  available  (within  secu¬ 
rity  requirements)  as  to  the  functional 
requirements  for  such  structures. 

(ii)  Major  utilities,  including  classifi¬ 
cations  and  costs  in  as  much  detail  as 
practicable. 

(ill)  Special  equipment  to  be  procured 
by  the  operating  contractor,  construction 
contractor,  or  architect-engineer,  or  fur¬ 
nished  by  the  AEC. 

(iv)  Special  equipment  to  be  designed 
by  the  architect-engineer. 

(v)  Special  equipment  to  be  installed 
by  the  construction  contractor. 

(2)  Estimated  cost  and  time  for  com¬ 
pletion.  A  statement  should  be  provided 
indicating  total  estimated  cost  of  the 
work  exclusive  of  the  construction  con¬ 
tractor’s  fee,  and  to  the  extent  available, 
identifying  labor,  material,  and  indirect 
costs,  and  any  amount  Included  for  con¬ 
tingencies:  estimated  cost  of  architect- 
engineer  services;  and  estimated  time  of 
completion  of  design  or  construction 
work,  with  an  explanation  of  the  basis 
for  establishing  the  completion  schedules. 

(b)  Extent  of  services — il)  Architect- 
engineer  contracts.  A  written  statement 
should  be  prepwired  which  gives  the  ex¬ 
tent  to  which  the  services  of  the  archi¬ 
tect-engineer  include  any  of  the  services 
set  forth  below. 

(i)  Title  I — Provide  the  necessary  top¬ 
ographical  and  other  field  surveys,  test 
borings,  and  other  subsurface  investiga¬ 
tions;  prepare  preliminary  studies, 
sketches,  layout  plans,  and  outline  speci¬ 
fications;  and  prepare  reports  including 
estimates  of  cost  of  the  proposed  proj¬ 
ect  and  of  all  structures,  utilities,  and 
appurtenances  thereto. 

(ii)  Title  n — Provide  ccwnplete  design 
of  the  work  including  preparation  of  all 
required  preliminary  and  final  working 
drawings,  specifications,  estimates,  and 
contract  documents;  assist  in  securing, 
analyzing  and  evaluating  bids  or  pro- 
p>osals  for  construction;  and  consult  with 
the  ABC  on  all  questions  arising  in  con¬ 


nection  with  the  services  performed  by 
the  architeot-englneer. 

(ill)  Title  m — ^Provide  comply  archi¬ 
tect-engineer  supervision  an(l  Inspection 
of  constructivm  imder  the  direction  of  a 
responsible  representative,  check  shop 
drawings,  and  furnish  record  drawings  to 
show  construction  has  actually  accom¬ 
plished. 

(iv)  Process  design.  Process  design 
normally  requires  the  preparation  of  flow 
diagrams  showing  each  operating  step  to 
perform  the  process;  material  and  heat 


preparation  of  bidding  documents,  solici¬ 
tation  of  proposals,  analysis  of  proposals 
received  (including  where  necessary 
technical  and  sometimes  complicated 
evaluation  of  performance  characteris¬ 
tics  of  the  equipment  of  different  manu¬ 
facturers)  ,  inspection  at  manufacturer’s 
plant  as  distinguished  from  inspection 
supplied  under  title  III  services  of  an 
architect-engineer  contract,  and  evalua¬ 
tion  of  production  capacities  to  meet  re¬ 
quired  delivery.  Procurement  includes 
necessary  coordination  with  participat- 


balances  where  required:  determination  ing  contractors  and  the  AEC  for  espe 
of  the  nature,  capacity  and  design  char-  cially  designed  equipment,  general  and 
acteristics  of  production  equipment;  the  specific  expediting,  and  special  assistance 
general  design  of  connecting  flow  lines  to  the  manufacturers  in  helping  to  lo- 
to  handle  the  calculated  rates  of  product  cate  scarce  materials  and  machine  tools 
and  byproduct  flow;  and  schematic  and  in  supporting  allocations  for  critical 
layouts.  materials  where  this  is  a  necessary  func- 

(V)  Prociuement  of  materials  and  tion.  Procurement  normally  includes  in¬ 
equipment.  (Describe  fully.)  spection  and  receiving  upon  delivery  at 

(vl)  Other  si>ecial  services.  (Describe  the  site  (this  may  be  a  joint  activity 
fully.)  where  the  procuring  agent  is  not  the  con- 

(2)  Cost-plus-a-fixed-fee  construction  structor)  and  payment.  All  onsite  physi- 
contracts.  See  also  FPR  1-18.306.2.  cal  activities  after  delivery,  including  , 

(3)  Cost-plus-a-fixed-fee  engineer-  unloading,  warehousing,  hauling,  and  in- 
constructor  contracts.  A  written  state-  stallation,  are  consider^  a  construction 
ment  should  be  prepared  which  gives  the  activity  and  not  procurement. 

extent  to  which  the  services  of  the  con-  (iii)  Selection  of  procuring  agent: 
tractor  cover  the  services  set  forth  in  Coordination,  timing,  and  technical 
subparagraphs  (1)  and  (2)  of  this  know-how  are  important  factors  to  be 
paragraph.  considered  in  the  selection  of  a  procuring 

(4)  Procurement  of  special  equipment,  agent.  The  advantages  and  disadvan- 
Contracts  for  procurement  services  only  tages  of  placing  full  responsibility  in  one 
are  rarely  used.  Procurement  of  special  contractor  for  construction  and  procure- 
equipment  is  generally  contracted  for  in  ment,  or  split  responsibility  where  the 
conjunction  with  CTPF  contracts  for  procurement  is  placed  imder  a  contract 
(construction,  operating,  or  architect-  with  the  architect-engineer  or  operating 
engineer  services.  In  special  situations,  contractor,  should  be  evaluated  in  the 
procurement  of  other  equipment  and  light  of  the  above  factors, 
construction  materials  is  also  contracted  oq  loon?  v  „ 

for  in  conjunction  with  CPFP  contracts  §  9-18.307  Negot.ai.ons. 
for  operating  or  architect-engineer  serv-  See  also  §  9-3.805-50. 

Sa  (If,  9-I8.^Buy  Amencon  Ac, 

paragraph  is  applicable  to  all  of  these  §  9-18.600  Scope. 

„  ,  ■  ,  (a)  ’This  subpart  implements  FPR 

(i)  Special  equipment  is  equipment  subpart  1-18.6. 

for  which  the  purchase  price  is  of  such  a  (jj)  requirements  of  FPR  Subpart 
comp^ed  to  the  cost  of  in-  i_i8.6  and  this  subpart  apply  to  cost-type 
stallation  as  to  improperly  reflect  the  contractor  pr(x:urement. 
amount  of  technical  direction  and  man¬ 
agement  effort  required  of  the  con-  §  9-18.602-1  General, 
tractor.  The  determination  of  the  specific  (a)  Contracting  officers  may  make  the 
items  of  equipment  in  this  category  re-  determinations  required  by  FPR  1- 
quires  application  of  judgment  and  care-  18.602-1  (b)  and  (c) . 
ful  study  of  the  circumstances  involved  (b)  The  (3enerar Manager  only  may 
for  each  project.  This  category  of  equip-  make  the  determination  required  by 
ment  would  generally  Include  items  such  fpR  1-18.602-1  (a)  and  may  authorize 
as:  deviations  described  in  FPR  1-18.603-3. 

(a)  Major  items  of  prefabricated  oq  v  i  .•  r  n  a 

process  or  research  equipment.  §  9-18.606  Violations  of  Buy  American 

(b)  Major  items  of  preassembled  Act  provisions  m  construction  con- 

equipment  such  as  packaged  boilers.  ** 

generators,  machine  t(X)ls,  and  large  Contracting  offi<5ers  shall  make  a  com- 
electrical  equipment.  plete  written  report  (in  triplicate)  to  the 

,  •  1  j  General  Manager,  through  the  Director, 

In  some  cases  it  would  also  include  spe- 

cial  apparatus  or  devices  such  as  reactor  Division  of  Contracts,  of  each  violatwn 
vessels  and  reactor  charging  machines.  American  Act  provisions  uji 

(ii)  Description  of  procurement  serV-  contracts  for  construction.  See  FPR 
ices:  Procurement  as  herein  considered  1-18.606  and  Subpiart  9-1.6. 

is  an  activity  involving  judgment,  knowl-  .j  i-.u  ..j 

edee  and  pxrieriencp  relatine  to  the  §9-18.650  Excepted  supplies  to  be  used 
J  »«  *•'«’  construction,  alteration,  or  re- 

n^ufacture,  use  or  application  of  the  public  work, 

article  or  process  to  be  purchased.  It  may  t  /  r 

Include  the  develoimient  or  location  of  The  following  list  shall  be  noted  in  the 
sources  of  supply,  and  generally  includes  specifications: 
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Antimony. 

Asbectoe. 

Bauxite. 

Chrome  ore  or  chromite. 

Cobalt. 

Cork. 

Graphite. 

Jute  and  Jute  burlaps. 

l/)gs,  veneer,  and  lumber  from  balsa,  green- 
heart,  lignum  vitae,  mahogany,  and  teak. 
Mica. 

Nickel. 

Rubber,  crude  and  latex. 

Shellac. 

Tin. 

Subpart  9-18.50 — Rental  of 
Construction  Equipment 

§  9—18.5000  Scope  of  subpart. 

This  subpart  sets  forth  general  policy 
and  instructions  which  shall  be  applied 
to  rental  of  construction  equipment  for 
use  by  AEC  cost-type  contractors. 

§  9-18.5001  General  policy. 

It  is  the  policy  of  the  AEC: 

(a)  To  use  presently  owned  AEC  con¬ 
struction  equipment  to  the  fullest  extent. 
Careful  investigation  shall  be  made  of 
the  equipment  available  not  only  at  the 
Field  Office  concerned,  but  at  other  field 
offices,  to  determine  whether  such  equip¬ 
ment  can  be  economically  utilized  on  tiie 
job.  The  Director,  Division  of  Contracts, 
can  assist  in  the  investigation  of  excess 
equipment  available  in  other  offices. 

(b)  To  rent  construction  equipment, 
where  available,  rather  than  purchase  it, 
unless,  in  the  case  of  third-party-owned 
equipment,  the  Field  Oflice  determines 
that  accrued  rentals  on  a  particular  item 
of  equipment  will  approximate  the  cost 
of  ownership  of  it;  except,  however,  that 
individual  items  of  construction  equip¬ 
ment  having  an  origirial  cost  of  less  than 
$1,000  ordinarily  should  be  purchased 
and  not  rented.  Where  it  is  clearly  to  the 
advantage  of  the  Government,  items 
having  a  cost  of  less  than  $1,000  may  be 
rented  with  the  approval  of  the  Manager 
of  the  Field  Office.  Whenever  it  is  prac¬ 
tical,  cost  and  other  factors  considered, 
contractor-owned  equipment  shall  be 
rented  in  preference  to  renting  third- 
party-owned  equipment, 

(c)  To  pay  rental  for  construction 
equipment  at  rates  not  higher  than  those 
prevailing  in  the  locality,  except  under 
unusual  circumstances,  and  at  as  low  a 
rate  as  is  consistent  with  securing  mod¬ 
em  equipment  in  good  operating  condi¬ 
tion.  Costs  of  repair.  Job  interruption  due 
to  poor  equipment,  transportation  and 
In-transit  rental  may  well  offset  any  ap¬ 
parent  savings  in  rental  rates.  Rental 
paid  shall  be  subject  to  any  Government 
price  ceiling  regulations  that  may  be  in 
effect. 

§  9—18.5002  Rental  of  contractor-owped 
equipment. 

§  9-1 8.5002—1  Rental  agreement. 

The  terms  and  conditions  governing 
rental  by  the  AEC  of  construction  equip¬ 
ment  from  a  prime  cost-type  construc¬ 
tion  contractor  are  set  forth  in  §  9- 
16.5002-12,  Outline  of  agreement  for 
rental  of  contractor-owned  construction 

equipment.  This  form  of  agreement  is 

# 


designed  for  use  as  an  appendix  to  an 
AEC  cost-type  construction  contract.  It 
may  be  modified  for  rental  of  equipment 
under  other  contractual  arrangements, 
such  as  an  operating  contractor  renting 
from  a  cost-type  construction  subcon¬ 
tractor,  and  it  may  be  modified  for  use  as 
a  separate  contract  or  as  an  attachment 
to  a  subcontract.  Some  of  the  aspects  of 
this  agreement  to  which  particular  atten¬ 
tion  should  be  given  are  set  forth  in 
§§  9-18.5002-2  through  9-18.5002-9. 

§  9—18.5002—2  Rental  period. 

The  base  rental  period  shall  extend 
from  the  time  the  equipment  is  accepted 
at  the  job  site  until  the  contractor  is  noti¬ 
fied  in  writing  by  the  AEC’s  representa¬ 
tive  that  the  equipment  is  no  longer 
required.  Subject  to  applicable  limita¬ 
tions  covered  in  the  rental  agreement 
form,  the  contractor  shall  be  paid  rental 
during  the  in-transit  time  and  during  the 
time  required  for  equipment  repair  or 
replacement  prior  to  return  to  the 
contractor. 

§  9—18.5002—3  Rental  rates. 

(a)  Rates  for  rental  of  contractor- 
owned  equipment  shall  be  fair  and  equi¬ 
table.  The  rental  rates  contemplate  that 
the  AEC  will  pay  incoming  and  outgoing 
transportation  costs  and  rental  during 
in-transit  time  for  both  inbound  and  out¬ 
bound  transportation  of  equipment; 
however,  terms  more  favorable  to  the 
AEC  may  be  negotiated  where  appropri¬ 
ate.  The  rental  rates  to  be  paid  for  the 
use  of  contractor-owned  equipment  un¬ 
der  normal  conditions  should  not  exceed 
65  percent  of  the  rates  quoted  in  the 
latest  edition  of  the  Associated  Equip¬ 
ment  Distributors’  “Compilation  of  Av¬ 
eraged  Rental  Rates  for  Construction 
Equipment.”  However,  Managers  of  Field 
Offices  may  approve  rates  in  excess  of  65 
percent  of  the  current  A.ED.  schedule 
when  local  conditions  require  higher 
rates.  When  it  becomes  necessary  as  a 
general  practice  to  exceed  65  percent  of 
the  current  A.E.D.  schedule,  the  Man¬ 
ager  of  the  Field  Office  shall  advise  the 
Director,  Division  of  Contracts,  explain¬ 
ing  the  circumstances. 

(b)  For  items  of  equipment  that  are 
not  covered  by  the  A.E.D.  schedule,  use 
the  latest  edition  of  “Contractors’  Equip¬ 
ment  Ownership  Expense”  document 
published  by  Tile  Associated  General 
Contractors  of  America,  Inc.,  and  infor¬ 
mation  on  prevailing  local  rates  for  de¬ 
veloping  rates  that  would  be  consistent 
with  the  35  percent  reduction  in  the 
A.E.D.  rates  (i.e.,  taking  into  considera¬ 
tion  the  expeneses  paid  by  the  Govern¬ 
ment  \mder  the  rental  agreement) . 

§  9—18.5002—4  Application  of  rates. 

The  rental  rates  shall  be  applied  in 
accordance  with  the  following  rules: 

(a)  Basis  of  rates.  The  rates  shall  be 
based  upon  one  shift  of  8  hours  per  day, 
40  hours  per  week,  or  176  hours  per 
month  of  a  30-consecutive-day  period. 

(b)  Apportionment  of  rates.  The 
monthly  rate  and  its  pro  rata  shall  apply 
to  all  rental  periods  of  1  month  or  more. 
The  weekly  rate  and  its  pro  rata  shall 


apply  to  all  rental  periods  of  1  week  or 
more  up  to  1  month.  The  daily  rate 
and  its  pro  rata  shall  apply  to  all  rental 
periods  up  to  1  week. 

(c)  Overtime.  Inasmuch  as  there  are 
certain  elements  of  cost  to  an  equipment 
owner  which  do  not  change  even  though 
the  equipment  is  used  on  more  than  one 
shift  per  day,  it  is  believed  equitable  to 
pay'  a  lower  rental  rate  during  a  second 
and  third  shift  than  would  be  paid  dur¬ 
ing  a  single  shift.  Therefore,  the  rental 
agreement  form  provides  for  payment 
for  overtime  at  a  rate  equal  to  one-half 
the  rate  for  the  first  shift. 

§  9—18.5002—5  Insurance. 

(a)  Generally,  rental  rates  should  in¬ 
clude  the  cost  of  insurance  or  self-insur¬ 
ance  covering  loss  of  _pr  damage  to  the 
equipment  during  rental  periods.  The 
rental  agreement  for  contractor-owned 
equipment  is  so  worded. 

(b)  However,  if  the  contracting  offi¬ 
cer  determines  that  it  is  not  practical 
to  include  the  cost  of  such  Insurance  in 
the  rental  rates,  paragraphs  3(d)  and 
7(a)  shall  be  amended  as  indicated  in 
the  applicable  notes  following  these 
paragraphs  in  §  9-16.5002-12. 

§  9—18.5002—6  Rental  limitation. 

The  rental  agreement  form  provides 
that  when  the  total  amoimt  of  rental 
paid  to  the  contractor  for  any  one  unit 
of  equipment  equals  75  percent  of  the 
mutually  agreed  value  of  that  unit  as  set 
forth  in  the  initial  inspection  report,  the 
equipment  is  to  remain  available  for  the 
work  under  the  construction  contract  as 
long  as  it  will  be  required  without  any 
further  rental  payments  to  the  contrac¬ 
tor.  The  rental  ceiling  of  75  percent  of 
the  agreed-upon  value  of  the  equipment 
applies  to  all  rental  paid  including  rental 
paid  during  intransit  time  to  and  from 
the  site  of  the  work  and  down  time  for 
any  operating  repairs  or  restoration  of 
the  equipment  after  it  is  no  longer 
needed  at  the  site.  The  purpose  of  this 
provision  is  to  prevent  the  Government 
from  paying  rental  in  excess  of  the  con¬ 
tractor’s  investment,  and  it  is  included 
in  lieu  of  an  “option  to  purchase”  clause. 
Once  a  particular  piece  of  equipment  has 
been  released,  the  contractor  will  not  be 
required  to  return  it  to  the  job  under 
the  original  rental  period. 

§  9—18.5002—7  Record  of  negotiation. 

The  record  of  negotiation  shall  set 
forth  the  information  used  to  determine 
the  reasonableness  of  the  rental  rates, 
including  a  breakdown  of  the  contrac¬ 
tor’s  equipment  ownership  expense  sim¬ 
ilar  to  that  itemized  in  The  Associated 
General  Contractors  of  America’s  docu¬ 
ment,  "Contractors’  Equipment  Owner¬ 
ship  Expense.” 

§  9—18.5002—8  Responsibility  for  repair 
and  replacement. 

The  rental  agreement  describes  the  re¬ 
sponsibilities  of  the  parties  with  respect 
to  maintenance  and  repralr  necessary  to 
the  operation  of  the  rented  equipment, 
or  replacement  of  such  equipment.  The 
AEC’s  responsibility  Includes  repairs 
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resulting  from  normal  wear  and  tear, 
provided  they  were  necessary  in  order  to 
continue  the  equipment  in  service.  How¬ 
ever,  when  the  equiiunent  is  no  longer 
required  on  the  Job,  the  extent  of  the 
AEC’s  obligation  is  only  to  return  the 
equipment  to  the  contractor  in  as  good 
operating  condition  as  when  received  less 
normal  wear  and  tear. 

§  9—18.5002—9  Equipment  condition  and 
inspection. 

(a)  Inspection.  Construction  equip¬ 
ment  shall  be  given  a  rigid  and  detailed 
inspection  by  representatives  of  the  AEC 
and,  at  the  contractor’s  option,  by  repre¬ 
sentatives  of  the  contractor,  before  its 
shipment  and  acceptance  or  use  on  the 
job.  Equipment  shall  be  inspected  imder 
actual  workloads  insofar  as  practicable. 
In  cases  where  it  Is  not  practical  to  in¬ 
spect  equipment  prior  to  its  shipment  to 
the  jobsite,  the  contractor  should  be  in¬ 
formed  of  the  extent  of  inspection  and 
the  expected  condition  of  his  equip¬ 
ment.  In  the  event  the  equipment  does 
not  meet  required  standards,  the  trans¬ 
portation,  rental,  or  any  other  expenses 
shall  not  be  paid  by  the  AEC  luiless  at 
contractor’s  expense  the  equipment  is 
repaired  to  acceptable  standards  in  a 
reasonable  length  of  time.  A  similar  in¬ 
spection  shall  be  made  immediately  prior 
to  scheduled  return  shipment  of  an  item 
of  equipment. 

(b)  Inspection  report.  The  detailed  in¬ 
spection  report  shall  follow  in  general 
§  9-16.5002-14 — Outline  of  inspection 
report  of  equipment,  and  shall  be  signed 
by  each  representative  Inspecting.  ’The 
initial-inspection  report  shall  be  used 
at  the  time  of  release  as  a  basis  for  deter¬ 
mining  the  repairs  necessary  to  place  the 
equipment  in  as  good  operating  con¬ 
dition  as  when  accepted,  less  normal 
wear  and  tear.  After  necessary  repairs 
are  completed,  a  final-inspection  rejjort 
shall  be  completed  by  representatives 
of  the  AEC  and,  at  his  option,  the 
contractor. 

(c)  Trial  period  and  defects.  If  initial 
detailed  Inspection  discloses  that  the 
condition  of  the  equipment  is  doubtful, 
arrangements  should  be  made  with  the 
contractor  for  a  trial  period  of  operation 
to  prove  the  equipment,  with  provision 
that  if  equipment  is  found  imacceptable 
in  the  trial  p)erlod,  no  rental,  trans¬ 
portation,  or  other  expenses  will  be  due 
the  contractor.  Repairs  to  equipment 
which  falls  in  service  due  to  defects  not 
reasonably  ascertainable*  on  initial  in¬ 
spection  shall  be  at  the  contractor’s 
expense. 

§  9—18.5003  Rental  of  third-party-owned 
equipment. 

§  9—18.5003—1  Rental  agreement. 

The  terms  and  conditions  governing 
rental  of  construction  equipment  with¬ 
out  operators  from  a  third  party  are  in 
accordance  with  S§  9-18.5002-2,  9-18.- 
5002-4,  9-18.5002-8,  and  9-18.5002-9, 
and  they  are  set  forth  in  S  9-16.5002- 
13 — Outline  of  agreement  for  rental  of 
third-party-owned  construction  equip¬ 
ment.  Managers  of  Field  Offices  shall  as¬ 
sure  that  these  terms  and  conditions  are 


used  by  AEC  cost-type  construction  con¬ 
tractors  and  Uiat  similar  terms  and  con¬ 
ditions  are  used  by  other  AEC  cost-type 
contractors  or  subcontractors  in  renting 
construction  equipment  from  a  third 
party.  These  terms  and  conditions  may  be 
suitably  modified  to  provide  for  rental  of 
equipment  with  operators.  Some  of  the 
aspects  of  this  agreement  to  which  par¬ 
ticular  attention  should  be  given  are  set 
forth  below  in  this  section. 

§  9—18.5003—2  Rental  rates. 

Third-party  equipment  shall  be  rented 
on  the  basis  of  competitive  bids,  rental 
rates,  transportation  costs,  and  other 
factors  being  considered.  The  rental 
specifications  shall  be  based  on  the  cir¬ 
cumstances  of  a  particular  case, 
including  the  length  of  rental  period,  the 
availability  of  equipment  in  certain 
localities,  and  the  work  requirements. 

§  9—18.5003—3  Insurance. 

The  provisions  of  §  9-18.5002-5(a)  also 
apply  to  the  rental  of  construction  equip¬ 
ment  from  a  third  party.  However,  if  the 
contracting  officer  determines  that  the 
rental  rates  are  not  to  include  the  cost 
of  insurance  or  self-insurance  covering 
loss  of  or  damage  to  the  equipment. 
Articles  HKd)  and  Vn(a)  of  the  rental 
agreement  shall  be  amended  as  indicated 
in  the  applicable  notes  following  these 
articles  in  §  9-16.5002-13 — Outline  of 
agreement  for  rental  of  third-party- 
owned  construction  equipment. 

§9—18.5003—4  Option  to  purchase 
equipment. 

When  accrued  rentals  on  a  particular 
item  of  equipment  will  likely  approximate 
the  appraised  value  of  equipment  and  a 
decision  has  been  made  not  to  purchase 
in  accordance  with  S  9-18.5001(b),  con¬ 
sideration  shall  be  given  to  including  in 
the  rental  agreement  an  option  to  pur¬ 
chase  the  equipment. 


PART  9-20^RETENTION  REQUIRE¬ 
MENTS  FOR  CONTRACTOR  AND 
SUBCONTRACTOR  RECORDS 

Subport  9—20.1 — Purpose  and  Applicability 
Sec. 

9-20.102-2  Exemption  of  Atomic  Energy 
Commission  contracts. 
Authority:  The  provisions  of  this  Part 
9-2t)  Issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1964,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  206  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

Subpart  9-20.1 — Purpose  and 
Applicability 

§  9—20.102—2  Elxemption  of  Atomic  En¬ 
ergy  Commission  contracts. 

The  requirements  of  PPR  Part  1-20 
do  not  apply  to  AEC  cost-type  contracts- 
and  cost-ty[>e  subcontracts.  (See  also 
note  B  of  §  9-7.5004-10  and  par.  (d)  of 
5  9-7.5006-1.) 


PART  9-30— CONTRACT  FINANCING 

Sec. 

9-30.000  Scope  of  part. 


Subpart  9—30.1 — Forms  of  Financing 
9-30.102  Guaranteed  loans — description. 
9-30.109  Partial  payments— description. 

Subpart  9—30.2 — Basic  Policies 
9-30.209  Order  of  preference. 

Subpart  9—30.4 — Advance  Payments 
9-30.400  Scope  of  Bubpart. 

9-30.403  Interest. 

9-30.404  Standards — amounts — need. 
9-30.406  RespKmsibUlty — delegation  of  au¬ 
thority. 

9-30.414  Agreement  for  special  bank  ac¬ 
count  and  contract  provisions. 

Subpart  9—30.5 — Progress  Payments  Based  on 
Costs 

9-30.617  Contract  financing  oflace  clearance. 
9-30.528  Consideration  for  amendments 
providing  for  progress  payments. 

Subpart  9—30.7 — Assignment  of  Claims 

9-30.701  General. 

9-30.703  Contract  clause — Assignment  of 
Claims. 

9-30.708  Examination  of  assignment. 

Authority:  The  provisions  of  this  Part 
9-30  issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  206  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U3.C.  486. 

§  9—30.000  Scope  of  part. 

’This  part  Implements  and  supplements 
FPR  Part  1-30  for  use  in  the  placement 
and  administration  of  contracts  for  the 
procurement  of  materials  and  services 
by  or  for  the  account  of  AEC. 

Subpcrt  9—30.1 — Forms  of 
Financing 

§  9—30.102  Guaranteed  loans — descrip¬ 
tion. 

’The  following  implements  the  FPR 
stating  AEC  Procedure,  Criteria  and 
Policies: 

(a)  Procedure.  ’The  procedure  for  ob¬ 
taining  a  guaranteed  loan  is  essentially 
the  same  as  the  procedure  for  obtaining 
a  conventional  loan.  The  contractor  or 
prospective  contractor,  who  requires  ad¬ 
ditional  funds  to  perform  the  contract, 
applies  to  his  bank  for  a  loan  or  credit 
of  the  required  amount.  ’The  amount 
may  be  such  that  the  bank  can  grant  the 
loan  for  its  own  account.  However,  if  for 
any  reason  the  bank  deems  it  necessary 
to  require  a  guarantee,  the  bank  may 
apply  to  AEC  through  the  appropriate 
Federal  Reserve  Bank  for  the  required 
guarantee.  AEC  certification  of  guaran¬ 
teed  loan  applications  shall  be  made  only 
by  the  General  Manager  or  his  delegate 
for  that  purpose. 

(b)  Criteria.  The  following  criteria 
apply  to  the  approval  of  guaranteed 
loans  by  AEC: 

(1)  ’The  materials  or  services  to  be 
furnished  by  the  contractor  are  neces¬ 
sary  to  the  national  defense. 

(2)  Such  materials  or  services  cannot 
practicably  be  obtained  from  alternate 
sources  without  delaying  or  Impeding 
the  national  defense  (see  below)  except 
that  no  small  business  concern  shall  be 
held  ineligible  for  the  issuance  of  such 
guarantee  by  reason  of  alternative 
sources  of  supply.  ’ 


FEDERAL  REGISTER,  VOL.  34,  NO.  186— SATURDAY,  SEPTEMBER  27,  1969 


RULES  AND  REGULATIONS 


15227 


(3)  The  contractor  has  demonstrated 
his  inability  to  obtain  the  necessary 
financing  in  conventional  credit  chan¬ 
nels  without  the  guarantee. 

(4)  There  is  reasonable  assurance  that 
the  loan  can  be  repaid. 

(5)  The  contractor  is  competent  to 
perform  the  contract. 

Eligibility  under  subparagraphs  (1), 

(2),  and  (5)  of  this  paragraph  is  deter¬ 
mined  on  the  basis  of  findings  by  the  ap¬ 
propriate  Field  Office.  Eligibility  vinder 
subdivisions  (3)  and  (4)  of  this  para¬ 
graph  is  determined  by  the  Office  of  the 
Controller,  based  on  information  con¬ 
tained  in  the  application,  the  Federal 
Reserve  Bank’s  report,  and  information 
furnished  by  the  Field  Office  concerned. 

(c)  Policies.  The  following  policies 
governing  the  exercise  by  AEG  of  its  loan 
guarantee  authority  have  been  estab¬ 
lished  by  the  Commission; 

(1)  The  use  of  the  loan  guarantee  au¬ 
thority  is  not  restricted  to  contracts  or 
subcontracts  of  any  particular  types  or 
classes.  Each  case  is  to  be  evaluated  on 
its  own  merits  and  under  the  particular 
circumstances  applicable  thereto. 

(2)  The  fact  that  a  contract  has  been 
awarded  as  a  result  of  competitive  bid¬ 
ding  should  not  of  itself  render  the  loan 
Ineligible  for  guarantee  by  AEC  if  the 
contractor  is  financially  responsible  and 
his  need  for  working  capital  is  the  result 
of  the  impact  of  the  defense  program. 

(3)  The  guarantee  authority  should,  in 
general,  not  be  used  in  connection  with 
loans  to  contractors  required  to  furnish 
performance  bonds,  except  in  those 
cases  in  which  the  time  likely  to  be  re¬ 
quired  for  the  surety  or  the  AEC  to  take 
over  in  the  event  of  default  will  result 
in  delays  which  cannot  be  tolerated  by 
the  particular  program  concerned.  When 
performance  bonds  have  been  furnished, 
the  surety  shall  be  required  to  subordi¬ 
nate  its  rights  in  favor  of  the  guaranteed 
loan. 

(4)  The  criterion  that  the  materials  or 
services  to  be  provided  cannot  readily  be 
procured  'from  alternative  sources  does 
not  require  the  finding  that  the  mate¬ 
rials  or  services  are  absolutely  unobtain¬ 
able  elsewhere.  The  criterion  should  be 
so  applied  as  to  permit  guarantees  of 
loans  when,  although  the  materials  or 
services  can  be  obtained  elsewhere,  such 
factors  as  the  urgency  of  supply  sched¬ 
ules,  technical  capacity  of  the  contractor, 
comparative  prices,  and  time  and  ex¬ 
pense  involved  in  reletting  the  contract, 
including  termination  payments,  estab¬ 
lish  that  it  is  to  the  Government’s  ad¬ 
vantage  not  to  resort  to  alternative 
sources  merely  because  the  contractor  or 
subcontrfictor  may  require  a  guaranteed 
loan. 

(5)  If  it  is  known  at  the  time  the 
contract  is  to  be  awarded  that  the  low 
offeror  who  is  technically  qualified  and 
competent  to  furnish  the  required  mate¬ 
rials  and  services  will  require  a  guar¬ 
anteed  loan,  the  contracting  officer 
should  obtain  appropriate  staff  advice 
and  in  reaching  a  decision  should  con¬ 
sider  at  least  the  following: 

(i)  The  savings  to  be  realized  by 
awarding  the  contract  to  the  low  offeror; 


(II)  The  risk  to  the  Government  In 
guaranteeing  a  loan; 

(III)  The  likelihood.  If  award  Is  made 
to  the  second  low  offeror,  of  his  appl3ring 
for  a  guaranteed  loan  at  a  later  date. 

Extreme  care  should  be  exercised  In 
rejecting  a  low  bid  or  proposal  simply 
because  the  low  offeror  requires  a  guar¬ 
anteed  loan. 

(6)  The  amount  of  the  loan  should 
bear  a  reasonable  relationship  to  the 
value  and  terms  of  the  contract,  the 
probable  investment  required  to  be  made 
by  the  contractor  in  payrolls  and  inven¬ 
tories,  etc.,  the  frequency  with  which 
contract  payments  are  to  be  made,  and 
the  borrower’s  current  working  capital 
position. 

(7)  Borrowings  for  working  capital 
purposes  under  guaranteed  loans  shall  be 
limited  to  the  amount  necessary  to  per¬ 
form  the  defense  contracts  for  which  the 
loan  Is  sought.  In  order  that  the  contrac¬ 
tor  will  also  use  his  own  funds  in  the 
performance  of  the  contracts,  amounts 
outstanding  under  the  loan  or  line  of 
credit  shall  be  limited  to  an  amount  not 
to  exceed  90  percent  of  the  borrower’s 
investment  in  his  defense  contracts  re¬ 
gardless  of  the  total  amount  of  the  loan 
or  line  of  credit  authorized.  The  bor¬ 
rower’s  investment  includes  all  items  for 
which  the  borrower  would  be  entitled  to 
payment  on  performance  or  termination 
of  defense  contracts,  but  does  not  in¬ 
clude  any  items  for  which  no  work  has 
been  done  nor  expenditures  made. 

(8)  Unless  there  are  exceptional  cir¬ 
cumstances,  the  loan  should  mature  no^ 
later  than  30  days  after  the  estimated 
date  of  final  payment  under  the  contract. 

§  9—30.109  Partial  payments — desrrip- 
tion. 

Partial  payments,  as  a  financing  de¬ 
vice,  may  be  used  in  conjunction  with 
other  methods  of  financing,  such  as 
guaranteed  loans. 

Subpart  9—30.2 — Basic  Policies 
§  9—30.209  Order  of  preference. 

(a)  With  respect  to  cost-type  procure¬ 
ment  generally,  contracting  officers  shall 
require  contractors  to  employ  private 
financing  with  or  without  assignment 
of  contract  payments  (FPR  Subpart 
1-30.7).  Periodic  interim  reimbursement 
on  account  of  incurred  cost  and  payment 
of  fixed  fee  (if  any)  will  normally  be 
made,  reducing  the  amount  of  nec¬ 
essary  financing  for  working  capital 
(§  9-7.5006-25).  In  some  instances, 
where  no  other  means  of  adequate 
financing  is  available  on  reasonable 
terms,  the  AEC  may  approve  (in  order  of 
preference)  a  guaranteed  loan  or  an  ad¬ 
vance  payment  for  performance  of  the 
contract. 

(b)  Partial  payments,  as  provided  for 
in  the  standard  form  of  supply  contract 
(FPR  1-16.901-32),  should  be  considered 
as  a  form  of  contractor  financing  in  the 
second  place  in  the  order  of  preference. 

Subpart  9-30.4 — Advance  Payments 
§  9—30.400  Scope  of  subparl. 

This  subpart  does  not  apply  to  financ¬ 
ing  arrangements  for  contracts  with 


AEC  prime  integrated  cost-type  contrac¬ 
tors  who  are  financed  through  special 
arrangements. 

§  9—30.403  Interest. 

(a)  Interest  at  the  rate  of  5  percent 
will  be  charged  on  all  advance  payments, 
provided  that  advance  payments  may  be 
made  without  interest; 

(1)  Pursuant  to  FPR  1-30.403, 

(2)  In  CPFF  contracts  for  construc¬ 
tion  or  engineering  services,  or 

(3)  Where  the  contract  provides  that 
title  to  the  advance  has  been  retained  by 
the  Government  (§  9-7.5006-23). 

§  9—30.404  Standards — amounts — need. 

The  total  advance  payment  shall  not 
exceed  90  percent  of  the  value  of  the 
uncompleted  portion  of  the  contract  and  • 
shall  not  include  any  portion  of  the 
anticipated  profit  or  the  fixed  fee. 

§  9  —  30.406  Responsibility — delegation 

of  authority. 

The  Manager  of  the  Field  Office  or  his 
delegate  shall  have  the  responsibility 
and  authority  for  making  the  findings 
and  determinations  referenced  in  FPR 
1-30.406. 

§  9—30.414  Agreement  for  special  bank 
account  and  contract  provisions. 

(See  §  9-7.5006-23-24  under  which 
the  Government  retains  title  to  the  funds 
advanced.) 

Subpart  9-30.5 — Progress  Payments 
Based  on  Costs 

§  9—30.517  Contract  financing  office 
clearance. 

The  prior  approval  specified  here  shall 
be  obtained  from  the  Office  of  the 
Controller. 

§  9—30.528  Consideration  for  amend¬ 
ments  providing  for  progress  pay¬ 
ments. 

To  the  extent  applicable  and  appro¬ 
priate,  these  provisions  may  also  relate 
to  a  Partial  Payments  clause.  If  justified, 
an  amendment  for  this  purpose  may  be 
made  without  consideration  pursuant  to 
FPR  Part  1-17  and  Part  9-17.  When  any 
such  amendment  is  made,  the  consent  of 
sureties,  if  any,  should  be  obtained. 

Subpart  9—30.7 — Assignment  of 
Claims 

§  9-30.701  General. 

FPR  1-30.701  is  implemented  as 
follows: 

(a)  In  the  case  of  prime  contracts, 
when  it  has  been  determined  that  the 
financing  of  defense  contracts  will  be 
facilitated  in  the  interest  of  the  AEC 
program,  it  is  the  policy  of  AEC  that  such 
contracts  provide,  or  be  amended  with¬ 
out  consideration  (see  Assignment  of 
Claims  Act  of  1940)  to  provide,  that  pay¬ 
ments  to  be  made  to  an  assignee  shall 
not  be  subject  to  reduction  or  setoff; 

(1)  For  any  liability  of  any  nature  of 
the  assignor  to  the  United  States  or  any 
department  or  agency  thereof  which 
arises  independently  of  such  contracts; 

(2)  For  any  liability  of  the  assignor 
on  account  of; 
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(1)  Renegotiation  under  any  renego¬ 
tiation  statute  or  under  cuiy  statutory 
renegotiation  article  in  the  contract; 

(il)  Pines; 

(iii)  Penalties  (which  term  does  not 
include  amounts  which  may  be  collected 
or  withheld  from  the  assignor  in  accord¬ 
ance  wito,  or  for  failure  to  comply  with, 
the  terms  of  the  contract) ; 

(iv)  Taxes,  social  security  contribu¬ 
tions,  or  the  withholding  or  nonwithhold¬ 
ing  of  taxes  or  social  secvuity  contribu¬ 
tions,  whether  arising  from  or  independ¬ 
ently  of  such  contract. 

(b)  In  the  case  of  subcontracts,  when 
loans  are  made  for  the  purpose  of  financ¬ 
ing  performance  of  subcontracts  imder 
AEC  prime  contracts,  financing  institu¬ 
tions  (or  the  Government  as  guarantor 
in  those  instances  in  which  such  loans 
are  guaranteed)  should  not  be  required 
to  incur  risks  of  loss  by  reason  of  possible 
diversion  of  assigned  subcontract  pro¬ 
ceeds  for  payment  of  other  claims  of  the 
prime  contractor  against  the  borrower 
otherwise  imrelated  to  the  assigned  sub¬ 
contracts.  In  the  interest  of  national  de¬ 
fense  financing.  Managers  of  Field 
OflRces  shall  require  the  adoption  of  these 
policies  and  practices  by  AEC  prime  con¬ 
tractors  with  respect  to  AEC  subcontract 
work.  Managers  should  Inform  the  Con¬ 
troller  of  each  AEC  contractor  who  is 
\mwilling  to  adopt  policies  consistent 
with  this  paragraph  and  the  reasons 
given  in  support  of  the  contractor’s 
position. 

§  9—30.703  Contract  danse — .\s»ign- 
nient  of  Claims. 

The  last  two  sentences  of  paragraph 

(a)  of  the  clause  in  FPR  1-30.703  shall 
also  be  deleted  in  all  contracts  for  trans¬ 
portation  services. 

§  9—30.708  Examination  of  assignment. 

(b)  In  classified  contracts,  the  assignee 
should  ordinarily  be  furnished,  upon  re¬ 
quest,  with  the  following  information,  as 
applicable,  in  lieu  of  a  copy  of  the 
contract: 

(1)  Name  and  address  of  the  AEC 
prime  contractor; 

(2)  Prime  contract  number  and  date; 

(3)  AEC  office  and  address  receiving 
the  material  or  service; 

(4)  Subcontract  number  or  purchase 
order  number; 

(5)  E>ate  of  the  subcontract  or  pur¬ 
chase  order; 

(6)  Date  on  which  prime  contract, 
subcontract  or  purchase  order  is  to  be 
completed; 

(7)  Total  amount  of  the  subcontract 
or  purchase  order; 

(8)  Dollar  amount  remaining  to  be 
delivered  on  prime  contract,  subcontract 
or  purchase  order;  and 

(9)  A  statement  as  to  the  assignability 
of  the  prime  contract,  subcontract  or 
purchase  order. 

(c)(1)  It  is  AEC  policy  that  any  as¬ 
signment  of  claims  shall  cover  all 
amoimts  payable  under  the  contract  and 
not  already  paid.  Partial  assignments 
shall  not  be  permitted  unless  they  are 
primarily  for  the  benefit  of  the  Govern¬ 
ment,  as  exampled  in  FPR  l-30.708(c) 
(1). 


PART  9-51— REVIEW  AND  APPROVAL 
OF  CONTRACT  ACTIONS 

9-61.000  Scope  of  part. 

9-&1.001  Deflnitioa. 

Subpart  9—51.1 — Headquarters  Review  and 
Approval  of  Field  OfRce  Contract  Actions 

9-51.100  Scope  of  subpart. 

9-51.101  General  Instructions  regarding 
submlselons  to  Headquarters. 
9-51.102  Contract  actions  requiring  Head- 
qriarters  review  and  aiq>tY>val. 
9-51.103  Supporting  data  for  contract  ac¬ 
tions  requiring  Headquarters 
advance  approval. 

9-51.103-1  Negotiation. 

9-51.103-2  Formal  advertising. 

9-51.103-3  Request  for  renewals  and  exten¬ 
sions. 

9-51.103-4  Questions  of  contract  policy  and 
procedure. 

9-51.103-5  Time  of  submission. 

Subpart  9—51.2 — Subcontracts  Requiring  Prior 
Authorization  by  AEC 

9-5 1 .200  Scope  of  subpart. 

9-51.201  Types  of  actions. 

Subpart  9—51.3 — Other  Approval  Requirements 
9-51.301  Other  approval  requirements. 

Subpart  9—51.4 — Contract  and  Subcontract 
Review  Requirements 

9-5 1 .400  Scope  of  subpart. 

9-5 1 .401  Applicability. 

9-51.402  Responsibilities. 

9-51.403  Assignment  of  review  functions. 

9-5 1 .403-1  Oontraot  Review  Boards. 

9-51.403-2  Alternate  review  procedures. 

Subpart  9—51.5 — Contracts  or  Subcontracts 
Requiring  Advance  Notice 

9-5 1 .500  Scope  of  subpart. 

9-51.501  Contracts  for  electric  power. 

9-5 1 .502  Contracts  for  gas. 

9-51.503  Contracts  let  under  long-term 

contract  authority. 

Subpart  9-51 .6— Contracts  and  Subcontracts  Re¬ 
quiring  Clearance  With  the  Bureau  of  the  Budget 
9-51.800  Scope  of  subpart. 

9-51.601  Actions  requiring  clearance. 

9-51.602  Procedure  for  obtaining  clear¬ 

ance,  extension  of  clearance, 
or  exemption. 

Authority:  The  provisions  of  this  Part 
9-51  Issued  under  sec.  161  of  the  Atomic  Eni 
ergy  Act  of  1054,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Service  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—51.000  Scope  of  part. 

This  part  sets  forth  administrative  re¬ 
quirements  for  the  review  and  approval 
of  certain  contract  actions,  exclusive  of 
contractor  selection  (Part  9-56). 

§  9—51.001  Definition. 

(a)  For  the  purpose  of  this  part,  the 
term  “contract  actions”  includes: 

(1)  Actions  relating  to  the  letting  of 
contracts,  subcontracts,  agreements  with 
other  governmental  agencies,  and  subse¬ 
quent  modifications,  extensions  and' 
terminations  thereof. 

(2)  Questions  of  contract  policy  or 
procedure  which  arise  in  the  course  of 
contract  negotiation  and  administration. 

(b)  For  the  purpose  of  this  part,  the 
term  "contract  actions”  does  not  in¬ 
clude  administrative  functions  associated 
with  contract  administration,  such  as  the 


development,  interpretation  and  modifi¬ 
cation  of  contract  cost  principles,  finan¬ 
cial  plan  and  budget  operations,  labor 
relations,  safety,  security,  audit,  salary, 
and  wage  administration,  foreign  travel, 
programmatic  matters  (program  scope, 
technical  requirements  or  specifications, 
project  schedules,  etc.) ,  and  the  adminis¬ 
tration  of  construction  activities.  Such 
matters  are  handled  directly  between 
Feld  Offices  and  the  Headquarters  Divi¬ 
sion  or  Office  having  cognizance  over  the 
matter  involved. 

Subparl  9-51.1 — Headquarters  Re¬ 
view  and  Approval  of  Field  Office 
Contract  Actions 
§  9—51.100  Scope  of  subpart. 

This  subpart  sets  forth  the  administra¬ 
tive  requirements  for  Headquarters  re¬ 
view  and  approval  of  field  office  contract 
actions. 

§  9—51.101  General  instructions  regard¬ 
ing  submissions  to  Headquarters. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section: 

(1)  The  field  offices  at  Chicago,  Rich¬ 
land,  Nevada,  Idaho,  New  York,  Oak 
Ridge,  Savannah  River,  San  Francisco, 
Albuquerque,  and  the  Brookhaven  Office 
will  commuiiicate  directly  with  the  Di¬ 
rector,  Division  of  Contracts,  on  all  con¬ 
tract  actions  requiring  Headquarters 
consideration. 

(2)  The  field  offices  at  Schenectady 
and  Pittsburgh  wUl  communicate  di¬ 
rectly  with  the  Director,  Division  of 
Naval  Reactors,  on  all  contract  actions 
requiring  Headquarters  consideration. 

(3)  The  Grand  Junction  Office  will 
communicate  directly  with  the  Division 
of  Raw  Materials  on  all  contract  actions 
requiring  Headquarters  consideration. 

(b)  All  field  offices  will  communicate 
directly  with  the  Director,  Division  of 
Construction  on  all  contract  actions  for 
electric  power  and  gas  utility  services. 

(c)  Contract  actions  requiring  Head¬ 
quarters  review  and  approval  shall  be 
submitted  to  Headquarters  sufficiently  in 
advance  of  the  proposed  date  for  final 
action  by  the  field  office  to  permit  an  or¬ 
derly  study  and  analysis  of  the  proposed 
contract  action.  Requests  for  approval 
of  contracts  and  subcontracts  shall  be 
accompanied  by  six  copies  of  the  pro¬ 
posed  contract  document  together  with 
the  required  supporting  data,  also  in 
sextuplicate. 

§  9-51.102  Contract  actions  requiring 
Headquarters  review  and  approval. 

(a)  Contract  actions  requiring  the  ad¬ 
vance  attention  of  the  General  Manager 
and  Commission.  Managers  of  Field  Of¬ 
fices  will  submit  the  following  con¬ 
tract  actions  for  advance  Headquarters 
approval: 

(1)  Contract  actions  involving  esti¬ 
mated  costs  for  the  contract  period  in 
excess  of  $10  million  shall  be  subject 
Commission  approval.  A  modification 
an  existing  contract  which  has  the  effect 
of  bringing  the  total  amount  of  the  con¬ 
tract  in  excess  of  $10  million  will  be 
brought  to  the  attention  of  the  Commis¬ 
sion  for  its  information. 
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(2)  All  contractual  matters  of  a  new 
or  unusual  nature,  or  matters  likely  to 
provoke  unusual  public  interest,  and  all 
prime  cwitracts  with  foreign  parties 
in  excess  of  $300,000  are  brought  to 
the  Commission’s  attention  prior  to 
approval. 

(b)  Contract  actions  in  excess  of  au¬ 
thority  delegated  to  Managers  of  Field 
OfQces,  requiring  advance  Headquarters 
review  and  approval.  Managers  of  Field 
Offices  will  submit  contract  actions  in 
excess  of  authority  delegated  to  them 
for  advance  Headquarters  approval 
including: 

(1)  Preliminary  contractual  agree¬ 
ments  when  there  is  reason  to  believe 
that  the  resulting  contract  or  subcon¬ 
tract  may  exceed  delegated  authority. 

(2)  Any  proposed  contract  or  subcon¬ 
tract  which  by  the  exercise  of  any 
option  or  options  therein  would  exceed 
delegated  authority. 

(3)  Any  proposed  contract  or  subcon¬ 
tract,  regardless  of  amount,  which  in  the 
opinion  of  the  Manager  of  the  Field 
Office  will,  as  a  result  of  extension,  fol¬ 
low-on  work,  or  otherwise  increase  the 
contract  or  subcontract,  or  lead  to  a  con¬ 
tract  or  subcontract  with  the  same  con¬ 
tractor,  in  an  amoimt  in  excess  of  his 
delegated  authority. 

(4)  Extension  or  modification  which 
within  Itself  includes  increases  in  excess 
of  delegated  authority. 

(c)  Other  contract  actions  requiring 
advance  Headquarters  approval.  Man¬ 
agers  of  Field  Offices  will  submit  requests 
for  the  extension  of  operating  contracts 
regardless  of  amount  and  the  extension 
of  onsite  service-type  contracts  in  excess 
of  their  delegated  authority,  and  for  de¬ 
viation  from  prescribed  contract  policy 
for  advance  Headquarters  approval. 

(d)  Cost-plus-incentive-fee,  fixed- 
price  incentive  contracts  or  other  incen¬ 
tive  arrangements  in  excess  of  $1  million 
require  advance  Headquarters  approval. 
For  such  contracts  and  arrangements  of 
|1  million  and  below,  a  copy  of  the  con¬ 
tract  and  summary  of  the  incentive  ar¬ 
rangement  should  be  furnished  the  Di¬ 
rector,  Division  of  Contracts,  for  infor¬ 
mation  after  execution. 

(e)  Modifications  to  contracts  or  sub¬ 
contracts  previously  approved  by  Head¬ 
quarters  need  not  be  submitted  for 
Headquarters  consideration  when  they 
Involve  only  periodic  modifications  (1) 
to  establish  scope  and/or  estimated  costs 
within  the  approved  general  scope  and 
fixed  fees,  provided  the  fee  negotia.ted  is 
within  the  allowable  fee  limits  of  AEC  fee 
policy,  or  (2)  to  increase  (or  decrease) 
the  funds  obligated  or  the  contractual 
limitations  on  expenditiires,  when  funds 
for  such  purposes  have  been  allotted  and 
set  forth  in  approved  financial  plans.  . 


§  9—51.103—2  Formal  advertising. 

Requests  for  approval  of  contracts  and 
subcontracts  to  be  ^tered  into  as  a  re¬ 
sult  of  formal  advertising  shall  be  sm:- 
companied  by: 

(a)  Copy  of  the  invitation  to  bid  and 
any  amendments; 

*  (b)  A  list  of  persons  or  firms  invited  to 
bid; 

(c)  Information  relating  to  posting  or 

publishing  notices  of  the  invitation  and 
copies  of  all  paid  advertisements,  if  any 
were  used;  « 

(d)  Copy  of  abstract  of  bids; 

(e)  An  e^.  aluation  of  the  reasonable¬ 
ness  of  the  low  bid  accepted  including 
a  comparison  with  the  independent  Gov¬ 
ernment  cost  estimate,  if  applicable; 

(f)  Copy  of  bid  received  from  con¬ 
tractor  to  whom  award  is  proposed;  and 

(g)  If  award  is  proposed  to  be  made 
to  other  than  the  lowest  bidder,  a  com- . 
plete  statement  of  the  reasons  therefor. 

§9—31.103—3  Requests  for  renewals  and 
extensions. 

Requests  for  the  renewal  or  extension 
of  contracts  or  subcontracts  which  re¬ 
quire  Headquarters  approval  shall  be 
accompanied  by: 

(a)  Siunmary  description  of  scope  of 
work,  and  brief  listing  of  some  of  the 
important  projects  which  have  been 
handled  under  this  contract.  A  list  of  any 
important  projects  planned  for  assign¬ 
ment  in  the  future  should  be  included. 

(b)  A  short  statement  concerning  ade¬ 
quacy  of  contractor  performance.  The 
last  annual  management  appraisal 
should  be  summarized  and  incorporated 
in  the  submission. 

(c)  A  summary  of  the  major  contract 
provisions  of  the  existing  contract 
should  be  attached  as  an  appendix  with 
particular  attention  to  indemnity,  pat¬ 
ents,  conduct  of  work  (control  over 
work)  and  termination,  as  well  as  those 
which  deviate  from  current  AEC  policies. 

(d)  Indicate  cost  level  and  fee  (or 
management  allowance)  over  past  term 
and  expected  cost  level  in  the  future. 

(e)  Include  an  outline  of  the  principal 
issues  to  be  negotiated  with  arguments 
pro  and  con,  as  well  as  the  AEC  recom¬ 
mended  position. 

(f)  A  brief  discussion  of  the  possi¬ 
bilities  of  obtaining  a  suitable  replace¬ 
ment  contractor,  where  appropriate. 

(g)  Reference  to  the  specific  standard 
contract  clauses  (FPR  or  AEC7PR,  as  ap¬ 
propriate)  to  be  used  in  the  proposed 
contractual  dociunent,  together  with  a 
draft  of  suggested  deviations,  if  any, 
from  other  applicable  standard  clauses, 
with  full  justification  for  any  such  pro¬ 
posed  deviations  and  the  text  of  proposed 
contract  provisions  not  covered  by 
standard  clauses. 


on  which  Headquarters  consideration  Is 
required  or  desired  by  the  field  office 
shall  be  accompanied  by  sufficient  infor¬ 
mation  to  permit  adequate  review  and 
analysis  of  the  problem  involved. 

§  9—51.103—5  Time  of  submission. 

Requests  for  approval  of  contractual 
documents  shall  submitted  and  ap¬ 
proval  shall  be  obtained  prior  to  execu¬ 
tion  by  either  party. 

Subpart  9-51.2 — Subcontracts  Re¬ 
quiring  Prior  Authorization  by  AEC 
§  9—51.200  Scope  of  subpart. 

This  subpart  sets  forth  the  require¬ 
ment  for  AEC  approval  of  cost-type 
contractors’  procurement  actions. 

§  9—51.201  Types  of  actions. 

Managers  of  Field  Offices  shall  require 
cost-type  contractors  to  obtain  the  ap¬ 
proval  of  AEC  prior  to  entering  into  any 
subcontracts  or  purchase  orders  within 
the  following  categories: 

(a)  Contracts  entered  into  under  sec¬ 
tion  41.  Prior  approval  shall  be  required 
for  the  subcontracting  of  any  work  a 
contractor  is  obligated  to  perform  under 
a  contract  entered  into  under  section  41 
of  the  Atomic  Energy  Act  of  1954,  as 
amended. 

(b)  Specified  materials,  equipment,  or 
services.  Managers  of  Field  Offices  shall 
take  such  action  as  may  be  required  to 
insure  compliance  with  the  proc^ure  for 
purchases  from  contractor-controlled 
sources  or  the  procurement  of  specific 
items,  or  classes  of  items  which  by  the 
terms  of  the  contract  may  require  AEC 
approval. 

(c)  Specified  types  of  procurements. 
Approval  shall  be  required  prior  to  enter¬ 
ing  into  subcontracts  in  excess  of  $500  on 
a  cost,  cost-plus-a-fixed-fee  or  time  and 
material  basis. 

(d)  Specified  dollar  amounts.  Approval 
shall  be  required  prior  to  entering  into 
subcontracts  or  purchase  orders  above 
specified  dollar  amovmts.  Dollar  limits 
will  be  established  at  the  discretion  of 
Managers  of  Field  Offices,  taking  into 
consideration  such  factors  as  the  nature 
of  work  under  each  contract,  the  esti¬ 
mated  cost  of  work  under  the  contract, 
the  contractor’s  procurement  organiza¬ 
tion,  other  controls  exercised  over  the 
contractor’s  procurement  operations,  and 
policies  with  respect  to  approvals  estab¬ 
lished  by  Headquarters  or  Field  Offices. 
Except  as  provided  in  paragraph  (e)  of 
this  section,  subcontracts  or  purchase 
orders  in  excess  of  the  following  amounts 
shall  require  prior  AEC  approval: 

(1)  Construction  and  architect  engi¬ 
neer  contracts,  $10,000. 

(2)  Offsite  research  and  development 
contracts,  $5,000. 


§  9—51.103  Supporting  data  for  con¬ 
tract  actions  requiring  Headquarters 
advance  approval. 

§  9—51.103—1  Negotiation. 

Requests  for  approval  of  contracts  and 
subcontracts  to-be  entered  into  as  a  result 
of  negotiation  shall  be  accompanied  by 
the  Information  required  by  §  9-55.102. 


(h)  Other  appropriate  recommenda¬ 
tions,  if  any,  supported  by  adequate 
justification. 

§  9—51.103—4  Questions  of  contract  pol¬ 
icy  and  pro<'edure. 

Questions  of  contract  policy  and  pro¬ 
cedure  which  arise  in  the  course  of  con¬ 
tract  negotiation  and  administration 


( 3 )  All  other  contracts,  $25,000. 

(e)  Exceptions.  In  the  event  a  Man¬ 
ager  of  a  Field  Office  determines  (1) 
that  application  of  any  of  the  dollar 
amount  limitations  established  in  para¬ 
graph  (d)  of  this  section  would  impair 
the  AEC  program  of  the  Field  Office 
concerned  or  would  be  impracticable  of 
application  under  the  circumstances,  or 
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(2)  that  it  would  be  in  the  best  interests 
of  the  Government  to  establish  less 
stringent  limitations,  he  may,  upon  mak¬ 
ing  such  determination,  approve  a  dollar 
amount  up  to  $100,000.  Requests  to  estab¬ 
lish  dollar  amount  levels  in  excess  of 
$100,000  shall  be  submitted  to  the  Direc¬ 
tor,  Division  of  Contracts,  for  approval. 

(f)  Emergency  approvals.  Managers 
of  Field  OflBces  may,  in  their  discretion, 
give  oral  approval  (or  approval  by  tele¬ 
phone  or  teletype)  to  any  subcontract 
or  purchase  order  requiring  AEG  ap¬ 
proval  imder  this  S  9-51.201  in  instances 
of  compelling  or  unusual  urgency,  such 
as  circumstances  imder  which  an  AEC 
program  would  be  seriously  hampered 
or  delayed  if  supplies  or  services  are  not 
obtained  by  a  certain  date  and  time  does 
not  permit  the  obtaining  of  formal  ap¬ 
proval.  Such  emergency  approvals  shall 
be  confirmed  in  writing. 

Subpart  9—51.3 — Other  Approval 
Requirements 

§  9—51.301  Other  approval  require¬ 
ments. 

Nothing  in  this  Part  9-51  shall  be  con¬ 
strued  as  precluding  the  establishment 
of  additional  approval  requirements  by 
Headquarters  or  Managers  of  Field  Of¬ 
fices  with  respect  to  contracts  or  sub¬ 
contracts  under  their  jurisdiction. 

Subpart  9-51.4 — Contract  and  Sub¬ 
contract  Review  Requirements 
§  9—51.400  Scope  of  subpart. 

This  subpart  sets  forth  the  adminis¬ 
trative  requirement  for  independent  re¬ 
view  of  proposed  contracts  and  subcon¬ 
tracts  by  AEC. 

§  9—51.401  Applicability. 

All  prime  contracts  and  subcontracts 
imder  cost-type  prime  contracts  in  excess 
of  $100,000  shall  be  reviewed  in  conform¬ 
ance  with  this  subpart.  Such  reviews 
shall  be  made  prior  to  award  in  all  cases. 
Managers  of  F4eld  Offices  may,  if  con¬ 
sidered  appropriate,  exempt  basic  re¬ 
search  lump-sum  contracts  with  educa¬ 
tional  institutions  from  the  independent 
contract  review  board  requirements  of 
this  subpart. 

§  9—51.402  Rc8pon>iibilitic8. 

Each  Manager  of  a  Field  Office  shall 
establish  procedures  in  accordance  with 
this  subpart  providing  for  an  independ¬ 
ent  review  of  proposed  contract  and 
subcontract  actions  and  to  review  termi- 
■  nation  settlements. 

§  9—51.403  A88i^nment  of  review  func¬ 
tions. 

Responsibility  for  independent  review 
of  contract  and  subcontract  actions  shall 
be  assigned  to  a  Contract  Review  Board 
established  under  §  9-51.403-1,  or  such 
independent  review  shall  be  accom¬ 
plished  under  the  alternate  review  pro¬ 
cedures  set  forth  in  §  9-51.403-2. 

§  9—51.403—1  Contract  Review  Boards. 

(a)  Organization.  Each  Contract  Re¬ 
view  Board  shall  consist  of  not  less  than 
three  members  with  broad  business  and 
contracting  experience.  A  majority  of 


representatives  on  each  Board  shall  be 
permanent  board  members.  Other  mem-  . 
bers  may  be  drawn  frwn  panels  of  desig¬ 
nated  persons  as  may  be  appropriate  for 
cases  under  consideration.  To  the  extent 
practicable,  no  person  shall  serve  as  a 
member  of  a  Contract  Review  Board  in 
reviewing  a  contract  action  in  which  he 
has  participated,  or  a  contractor  selec¬ 
tion  (Part  9-56),  unless  such  action  is 
subject  to  approval  under  §  9-51.102,  or 
the  Manager  of  the  Field  Office  shall  de¬ 
termine  that  his  participation  in  the  re¬ 
view  of  the  particular  contract  provides 
continuity  of  experience  or  is  otherwise 
in  the  best  interest  of  the  Government. 
The  Chairman  of  each  Board  in  a  Field 
Office  shall  be  designated  by  the  Man¬ 
ager  of  the  Field  Office  concerned  and 
each  Board  shall  be  furnished  with  such 
staff  assistance  as  may  be  requested  by 
the  Board  and  approved  by  the  Manager 
of  the  Field  cSfflce.  Contract  Review 
Boards  may  be  assigned  additional  func¬ 
tions  at  the  discretion  of  Managers  of 
Field  Offices  provided  such  functions  are 
related  to  procurement  and  are  not  in¬ 
consistent  with  the  Board’s  responsibility 
as  set  forth  in  this  subpart. 

(b)  Purpose  of  review.  In  negotiated 
procurements,  the  primary  function  of 
contract  review  is  to  provide  an  in¬ 
dependent  review  and  analysis  of  con¬ 
tract  and  subcontract  actions  for  the 
purpose  of  determining  whether  the 
negotiations  (1)  were  competently  con¬ 
ducted,  (2)  were  based  on  adequate  in¬ 
formation,  (3)  were  in  conformance  with 
established  policies  and  procedures,  and 
(4)  resulted  in  a  contract  or  subcontract 
(i)  with  a  responsible  contractor  and  (ii) 
that  adequately  protects  the  interests  of 
the  Government,  including  the  reason¬ 
ableness  of  the  fixed  fee  or  profit  (if  any) 
in  cost-typ>e  procurements,  the  reason¬ 
ableness  of  price  in  fixed-price-type  con¬ 
tracts  or  subcontracts  including  the  rea¬ 
sonableness  of  intermediate  or  final  re¬ 
pricing  due  to  price  redetermination, 
escalation,  etc.,  with  comparison  of  the 
proposed  price  with  the  independent 
Government  cost  estimate,  if  applicable. 
With  respect  to  awards  resulting  from 
formal  advertising,  review  will  include 
such  matters  as  determining  the  respon¬ 
sibility  of  the  contractor  (§  9-1.310) ,  the 
reasonableness  of  the  price  of  the  pro¬ 
posed  award,  including  comparison  with 
the  independent  Government  cost  esti¬ 
mate,  if  applicable,  the  adequacy  of  com¬ 
petition,  the  advisability  of  rejecting  all 
bids  and  readvertising  or  negotiating, 
and,  in  the  case  of  a  proposed  award  to 
other  than  the  low  bidder,  whether  such 
action  is  in  the  best  interest  of  the  Gov¬ 
ernment. 

(c)  Method  and  extent  of  review. 
When  review  is  required  by  this  Part 
9-51  or  for  termination  settlements,  the 
negotiator  or  purchasing  officer  (or  con¬ 
tract  administrator  in  the  case  of  sub¬ 
contracts)  shall  submit  a  statement 
justifying  the  proposed  action  with  such 
detailed  information  as  may  be  required 
for  an  adequate  review.  Procedures  for 
the  submission  of  such  statements  shall 
be  issued  by  each  field  office.  Contract 
Review  Boards  shall  determine  the  over¬ 
all  reasonableness  of  proposed  actions 


from  the  standpoint  of  protecting  the 
interests  of  the  Government.  Such 
Boards  may  vary  the  scope  and  extent  erf 
reviews  according  to  the  size  and  com¬ 
plexity  of  individual  cases  and  other 
relevant  factors. 

(d)  Results  of  review.  Contract  Re¬ 
view  Boards  sh^l  document  the  scope 
and  extent  of  the  review  and  submit  writ¬ 
ten  recommendations  to  Managers  of 
Field  Offices  (or  to  such  other  approving 
officials  as  may  be  appropriate)  on  each 
proposed  contract  or  subcontract  action 
reviewed.  In  the  event  the  approving  offi¬ 
cial  departs  from  the  recommendation 
of  the  Review  Board,  the  basis  for  such 
action  shall  be  appropriately  docu¬ 
mented  in  the  files. 

§  9—51.403—2  Alternate  review  proce. 

dures. 

Where  it  is  impracticable  to  establish 
a  Contract  Review  Board,  or  where 
additional  procedures  are  appropriate  to 
supplement  a  Contract  Review  Board,  the 
following  procedures  shall  be  followed; 

(a)  For  procurement  effected  through 
competition.  Contracts  and  subcontracts 
to  be  entered  into  as  a  result  of  formal 
advertising  and  subcontracts  which  meet 
the  criteria  established  in  §  9-59.003 (b)  ■ 
(1)  may  be  reviewed  by  such  alternate  ! 
procedures  as  may  be  prescribed  by  ; 
Managers  of  Field  Offices. 

(b)  For  procurement  effected  by  nego¬ 
tiation.  Contracts  and  subcontracts  other 
than  those  covered  in  paragraph  (a)  of 
this  section  may  be  reviewed  by  such  al¬ 
ternate  procedures  as  may  be  prescribed 
by  Managers  of  Field  Offices:  Provided: 

(1)  In  the  judgment  of  the  Manager 
of  the  Field  Office  concerned  supple¬ 
mental  procedures  are  necessary,  or  it  is 
impracticable  to  establish  a  Contract 
Review  Board  as  set  forth  in  §9-51.403-1; 

( 2 )  The  alternate  procedures  assure  an 
adequate  independent  review  of  contract 
and  subcontract  actions;  and 

(3)  The  following  principles  are  ob¬ 
served  in  establishing  the  alternate 
procedures : 

(i)  Contract  or  subcontract  actions 
requiring  review  under  a  field  office  (or 
area  office  with  respect  to  contract  or 
subcontract  actions  within  the  approval 
authority  of  an  Area  Manager  in  those 
instances  where  Area  Managers  have 
been  delegated  contracting  or  approving 
authority  in  excess  of  $100,000)  to  the 
fullest  extent  practicable  shall  be  re¬ 
viewed  by  the  same  reviewers  regardless 
of  the  nature  of  the  work  under  the  in¬ 
dividual  contracts  in  order  to  assure  con¬ 
tinuity  of  experience  and  uniformity  of 
treatment. 

(ii)  Reviewers  shall  have  a  broad 
backgtxtund  of  business  and  contracting 
exp>erience  in  private  industry  or 
Government. 

(iii)  Advice  in  specialized  fields  such  as 
engineering,  law,  and  accounting  shall 
be  readily  available  to  the  reviewers. 

(iv)  Reviewers  shall  not  negotiate  or 
assist  in  the  negotiation  of  any  contract 
or  subcontract,  including  contractor  se¬ 
lection  (Part  9-56),  except  when  the 
contract  or  subcontract  shall  be  subject 
to  approval  under  §  9-51.102,  or  where 
the  approving  authority  shall  determine 
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that  the  reviewer’s  participation  pro¬ 
vides  continuity  of  experience  or  is  other¬ 
wise  in  the  best  interest  of  the  Govern¬ 
ment. 

(c)  The  requirement  of  §  9-51.403-1 

(b),  (c),  and  (d),  with  respect  to  Con¬ 
tract  Review  Boards  shall  be  met. 

Subpart  9-51 .5 — Contracts  or  Subcon¬ 
tracts  Requiring  Advance  Notice 
§  9-51.500  Scope  of  subpart. 

Notice  of  intent  to  enter  into  contracts 
or  subcontracts  within  tiie  categories  set 
forth  below  shall  be  required  as  indicated 
ther^.  These  requirements  are  not 
established  for  approval  purposes  but  are 
for  information  only. 

g9_51.501  Contracts  for  electric  power. 

Proposed  contracts  or  subcontracts  for 
the  supplying  of  electric  power  shall  be 
reported  by  Managers  of  Field  OfBces  to 
the  Director,  Division  of  Construction, 
unless  all  of  the  following  conditions 
exist: 

(a)  The  requirement  is  for  a  maximum 
donand  of  less  than  5,000  kilowatts  for 
which  service  is  available  or  can  be  made 
available; 

(b)  The  power  is  to  be  furnished  at 
rates,  terms,  and  conditions  of  an 
established  rate  schedule  approved  by 
the  State  public  service  comini^ion  hav¬ 
ing  jurisdiction; 

(c)  Power  is  to  be  furnished  without  a 

contribution  to  the  service,  or  an  ad¬ 
vance  or  special  payment  of  any  kind 
(including  provisions  covering  payments 
in  the  event  of  cancellation  prior  to 
expiration  date)  by  or  on  behalf  of 
AEC,  other  than  a  contribution  or  pay¬ 
ment  required  by  an  approved  rate 
schedule  imder  paragraph  (b)  of  this 
section;  and  . 

(d)  The  estimated  cost  of  the  power 
does  not  exceed  $500,000  per  year  during 
the  life  of  the  proposed  contract  or  sub¬ 
contract. 

§  9-51.502  Contracts  for  gas. 

Proposed  contracts  or  subcontracts  for 
the  supplying  of  natural  or  manu¬ 
factured  gas  shall  be  reported  by  Man¬ 
agers  of  Field  OfiBces  to  the  Director, 
Division  of  Construction,  unless  all  of 
the  following  conditions  exist: 

(a)  The  gas  is  to  be  furnished  at  rates, 
terms,  and  conditions  of  an  established 
rate  schedule  approved  by  the  State 
public  service  commission  having  juris¬ 
diction; 

(b)  The  gas  is  to  be  furnished  without 
a  contribution  to  the  service  or  an  ad¬ 
vance  or  special  pasnnent  of  any  kind 
(including  provisions  covering  payments 
in  the  event  of  cancellation  prior  to  ex¬ 
piration  date)  by  or  on  behalf  of  AEC; 

(c)  The  gas  is  to  be  furnished  without 
an  investment  by  AEC  in  facilities  to  be 
installed  off  the  property,  other  than  a 
contribution  or  payment  required  by  an 
approved  rate  schedule  under  paragraph 
(a)  of  this  section;  and 

(d)  The  estimated  annual  cost  of  the 
gas  does  not  exceed  $120,000  per  year 
during  the  life  of  the  proposed  contract 
or  subcontract. 


§  9—51.503  Contracts  let  under  long¬ 
term  contract  authority. 

Managers  of  Field  OfBces  shall  advise 
the  Controller,  with  a  copy  to  the  Di¬ 
rector,  Division  of  Contracts,  of  any  in¬ 
tent  to  utilize  the  long-term  contract 
authority  provided  by  subsection  u.  sec¬ 
tion  161  of  the  Atomic  Energy  Act  of  1954 
as  amended  by  Public  Law  85-681  (72 
Stat.  633).  Such  advance  notice  should 
be  provided  at  an  early  stage  of  planning 
on  any  such  proposed  contract  action. 

Subpart  9-51.6— Contracts  and  Sub¬ 
contracts  Requiring  Clearance  With 
the  Bureau  of  the  Budget 

§9—51.600  Scope  of  subpart. 

This  subpart  sets  forth  requirements 
for  the  clearance  of  contracts  and  sub¬ 
contracts  with  the  Bureau  of  the  Budget. 

§  9—51.601  Actions  requiring  clearance. 

In  accordance  with  the  Federal  Re¬ 
ports  Act  of  1942  and  Bureau  of  the 
Budget  Circular  A-40,  contracts  and  sub¬ 
contracts  which  will  result  in  the  collec¬ 
tion  of  information  on  identical  items  at 
the  request  of  or  for  AEC  by  the  contrac¬ 
tor  or  subcontractor,  from  10  or  more 
respondents,  require  clearance  from  the 
Assistant  Director  of  the  Bureau  of  the 
Budget  and  inscribing  thereon  an  ap¬ 
proval  number  or  notation. 

§  9—51.602  Procedure  for  obtaining 
clearance,  extension  of  clearance,  or 
exemption. 

Requests  for  clearance  of  contracts  and 
subcontracts  or  material  revision  or 
change  in  previously  approved  contracts 
or  subcontracts,  extension  of  clearance 
beyond  scheduled  expiration  date,  or 
exemption  from  clearance  shall  be  sub¬ 
mitted  by  Managers  of  Field  Offices  or 
Directors,  Headquarters  Divisions  or  Of¬ 
fices  to  the  Director,  Division  of  Con¬ 
tracts  for  coordination  with  and  trans¬ 
mittal  by  the  Controller  to  the  Assistant 
Director  of  the  Bureau  of  the  Budget. 
Such  requests  shall  be  in  the  form  and 
contain  all  of  the  pertinent  information 
required  by  paragraphs  4,  5,  6,  and  7  of 
BoB  Circular  A-40. 


PART  9-53— NUMBERING  AND  DIS¬ 
TRIBUTION  OF  CONTRACTS  AND 
ORDERS 

Sec. 

9-53.000  Scope  of  part. 

Subpart  9— 53.1 00 — Contracts 
9-53.101  Numbering  of  contracts. 

9-53.102  Numbering  modifications. 

9-53.103  Maintenance  of  contract  files. 
9-53.104  Distribution  of  contracts. 

9-53.105  Responsibilities. 

9-53.106  Assigned  contract  prefixes. 

Subpart  9—53.200 — Orders 

9-53.201  Numbering  of  orders  (Form  AEC- 
103). 

9-53.202  Procurement  office  symbols. 

Authority:  The  provisions  of  this  Part 
9-53  issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  XJR.C.  2201;  Sec.  205  of  the  Federal 
Property  and  Administrative  Services  Act  of 
1949,  as  amended,  63  Stat.  390,  40  U.S.C.  486. 


§  9—53.000  Scope  of  part. 

This  part  sets  forth  the  administrative 
requirements  and  procedures  for  num¬ 
bering,  distributing,  and  filing  of  con¬ 
tracts  (including  letter  contracts,  all  ap¬ 
propriation  transfers,  and  working  fund 
agreements) ,  modifications  thereto,  and 
the  numbering  of  orders  (including 
purchase  orders) . 

Subpart  9—53.100 — Contracts 
§  9—53.101  Numbering  of  contracts. 

(a)  Contracts  are  numbered  with  ap¬ 
proved  letter  symbols  and  serial  numbers 
primarily  for  identification,  audit,  and 
filing  purposes.  Prefixes  for  AEC  contract 
numbers  for  prime  contracts  executed  by 
each  AEC  ofiBce,  are  set  forth  in 
§  9-53.106. 

(b)  The  letters  “AT”  in  each  prefix 
.  denote  the  Atomic  Energy  Commission. 

The  number  before  the  hyphen  within 
the  parentheses  designates  the  State  or 
area  within  which  the  procurement  office 
is  located,  and  the  number  after  the 
hyphen  identifies  the  procurement  ofiBce 
within  that  State  or  area.  The  States 
were  assigned  numbers  in  numerical  se¬ 
quence  according  to  the  alphabetical 
listing  before  Alaska  and  Hawaii  were 
admitted  to  the  Union.  Alaska  will  be  as¬ 
signed  number  52  and  Hawaii  assigned 
number  53.  The  Headquarters  ofiBce  is 
assigned  number  49  with  sep>arate  num¬ 
bers  s^signed  to  each  of  the  procurement 
ofiBces,  the  Pacific  Area  is  assigned  num¬ 
ber  50,  and  Puerto  Rico  is  assigned 
number  51.  The  number  following  the 
hyphen  outside  the  parentheses  is  the 
serial  number  assigned  to  the  contract. 
The  numbering  of  contracts  shall  be 
centrally  controlled  by  each  office  for 
which  contract  prefix  numbers  have  been 
designated. 

(c)  If  a  prefix  is  required  for  an  ofiBce 
not  listed  in  this  part,  it  should  be  re¬ 
quested  from  the  Director,  Division  of 
Contracts. 

(d)  The  nmnerlcal  series  for  sales  con¬ 
tracts  begins  with  the  serial  number  “1” 
prefixed  by  the  same  contract  symbol  as 
prescribed  for  other  contracts  plus  the 
letter  “S”  following  the  parentheses. 
Thuft,  the  first  sales  contract  for  the 
Albuquerque  Operations  OfiBce  is  num¬ 
bered  AT  (29-2)8-1. 

(e)  A  number  shall  be  assigned  tod) 
all  contracts,  involving  the  payment  of 
$20,000  or  more  on  a  single  payment 
voucher,  and  (2)  all  multiple  payment 
contracts  regardless  of  amount.  Con¬ 
tracts  involving  the  payment  of  less  than 
$20,000  on  a  single  payment  voucher  may 
or  may  not  be  numbered,  depending  upon 
the  needs  of  the  ofiBce.  However,  in  case 
of  doubt  as  to  whether  the  amount  to  be 
paid  imder  a  contractual  document  is 
more  or  less  than  $20,000  or  whether 
more  than  one  payment  will  be  necessary, 
the  contract  shall  be  numbered.  Numbers 
are  to  be  placed  in  the  upper  right-hand 
comer  on  the  original  and  all  copies  of 
contracts  or  purchase  orders  and  amend¬ 
ments  and  supplements  thereto. 

(f)  On  a  modification  or  extension  of 
a  contract  that  has  been  transferred 
from  one  contracting  ofiBce  to  another, 
the  contract  should  be  renumbered  with 
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the  prefix  number  of  the  new  administer¬ 
ing  office. 

§  9—53.102  Numbering  modifications. 

All  modifications  of  contracts  Includ¬ 
ing  change  orders  and  supplemental 
agreements,  shall  be  numbered  in  one 
continuous  series,  even  though  the  con¬ 
tract  is  modified  by  both  suM>lemental 
agreements  and  change  orders.  In  the 
upper  right-hand  comer  of  the  supple¬ 
mental  agreement  or  change  order  will 

be  inserted  “Modification  No. - ,” 

followed  by  the  words  “Supplemental 
Agreement  to”  or  “Change  Order  to." 
For  example,  if  the  first  modification  to  a 
contract  (definitive  contract  or  letter 
contract)  is  by  supplemental  agreement, 
the  heading  will  read: 

Modification  No.  1,  Supplemental  Agreement 
to  Contract  No. - 

If  the  modification  on  the  same  con¬ 
tract  is  by  change  order,  the  heading 
will  read: 

Modification  No.  2,  Change  Order  to  Contract 
No. . 

§  9—53.103  Maintenance  of  contract 
files.  ~ 

Managers  of  Field  Offices  and  Heads  of 
Headquarters  Divisions  and  Offices  shall 
maintain  a  file  or  files  of  all  contracts 
executed  or  administered  by  such  office 
or  division.  The  location  and  distribution 
of  contract  files  in  the  various  offices  and 
divisions  are  the  responsibility  of  the 
Managers  or  Directors  concerned. 

§  9—53.104  Distribution  of  contracts. 

(a)  Basic  distribution.  Managers  of 
Field  Offices  and  Heads  of  Headquarters 
Divisions  and  Offices  who  execute  or  ad¬ 
minister  contracts  are  responsible  for 
making  the  following  minimiun  distribu¬ 
tion  of  such  contracts: 

(1)  One  original  signed  copy  to  the 
contract  files  of  the  office  administering 
the  contract,  except  when  such  copy  is 
required  for  distribution  to  the  General 
Accounting  Office  under  subparagraph 
(3)  of  this  paragraph.  In  the  latter  case 
a  duplicate  signed  copy  will  be  furnished 
to  the  office  administering  the  contract; 

(2)  One  signed  copy  to  the  contractor. 
However,  in  the  case  of  formally  adver¬ 
tised  supply  contracts,  a  purchase  order 
or  Notice  of  Award  may  be  furnished 
in  lieu  of  a  signed  copy  of  the  contract; 

(3)  One  original  signed  copy  to  the 
General  Accounting  Office  when  required 
by  GAO  Manual,  Title  7-4510.50.  This 
regulation  provides  in  part  as  follows: 

The  original  of  all  contracts  with  common 
carriers  of  all  types  for  llnehaul  freight  or 
passenger  transportation  services,  including 
passenger  charter  agreements  but  excluding 
contracts  for  local  storage,  drayage,  and  haul¬ 
ing,  shall  be  transmitted  promptly,  to  the 
General  Accounting  Office,  Service  Subdivi¬ 
sion,  Transportation  Division,  Washington, 
D.C.  20548. 

(4)  One  signed  copy  to  the  AEC  field 
finance  office  servicing  the  procurement 
office  and  for  Headquarters  to  the  Cen¬ 
tral  Accounts  Branch,  Office  of  the 
Controller. 


(b)  Additional  distribution  of  con¬ 
tracts.  Each  Manager  of  a  Field  Office 
shall  make  the  following  additional  dis¬ 
tribution  of  conformed  copies  of  con¬ 
tracts  including  modifications  and 
amendments  thereto  within  its 
jurisdiction: 

( 1 )  To  the  Office  of  the  General  Coun¬ 
sel,  one  copy  of: 

(1)  Each  contract,  and  each  subcon¬ 
tract  under  a  cost-type  contract,  where 
the  proposed  contract  action  was  sub¬ 
mitted  for  Headquarters  approval  prior 
to  execution: 

(ii)  Each  engineering  or  architect¬ 
engineering  prime  contract,  and  each 
engineering  or  architect-engineering 
subcontract  under  a  cost-type  prime  con¬ 
tract,  involving  an  expenditure  (actual  or 
estimated)  of  $500,000  or  more. 

(2)  To  the  appropriate  Headquarters 
division  or  office,  one  copy  of  each  con¬ 
tract  sponsored  by  such  division  of  office. 

(3)  To  the  Division  of  Contracts,  one 
copy  of  each  contract  and  subcontract 
where  the  proposed  action  was  submitted 
for  Headquarters  approval  prior  to 
execution. 

§  9—53.105  Re.sponsibilities. 

The  Office  of  the  General  Ck)imsel,  and 
the  divisions  or  offices.  Headquarters,  re¬ 
ceiving  a  copy  of  contracts  pursuant  to 
§  9-53. 104(b),  shall  maintain  a  file  of 
such  contracts  and  shall  be  responsible 
for  making  the  contract  file  available  to 
Headquarters  divisions  and  offices  upon 
request. 

§  9—53.106  Assigned  contract  prefixes. 

Prefixes  for  AEC  contract  numbers  for 
each  procurement  office  are  set  forth  as 
follows: 


Contract 

Active  offices  prefix 

San  Francisco _ AT(04-3)- 

Canoga  Park - AT  (04-4)- 

Grand  Junction _ AT(05-1)- 

Rocky  Flats _ AT(05-2)- 

Idaho  Falls . . . . AT(lO-l)- 

Chlcago . . . . AT(ll-l)- 

Paducah  . AT(15-1)- 

Kansas  City _ AT(23-3)- 

Nevada _ AT(26-1)- 

New  Brtmswlck _ AT(28-1)- 

Prlnceton  _ AT(28-2)- 

Los  Alamos _ AT(29-1)- 

Albuquerque _ AT  (29-2)- 

New  York _ AT(30-1)- 

Brookhaven _ AT(30-2)- 

Schenectady _ AT(30-3)- 

Dayton . . . AT(33-1)- 

Portsmouth  _ AT(33-2)- 

Fernald  . .  AT(33-4)- 

Pittsburgh  . . AT(36-1)- 

Savannah  River _ AT(38-1)- 

Oak  Ridge _ _ _  AT(40-1)- 

Rlchland . . . AT(45-1)- 

Headquarters: 

Headquarters  Services _ AT(49-1)- 

General  Manager _ AT(49-2)- 

Mllltary  Application _ AT  (49-3)- 

Productlon _ AT(49-4)- 

Reactor  Development  and 

Technology _ AT(49-5)- 

Raw  Materials _ _ AT(49-6)- 

Blology  and  Medicine _ AT(49-7)- 

Research _ AT(49-8)- 

Labor  Relations _ AT(49-10)- 

Isotopes  Development _ AT(49-11)- 

Technlcal  Information _ AT(49-12)- 


Contract 

Active  offices  prefix 

Personnel  . .  AT(49-i3). 

Space  Nuclear  Propulsion _ SNP-  i 

International  Affairs _ AT(49-i4\_ 

Space  Nuclear  Systems _ AT(49-16)I 

Peaceful  Nuclear  Explosives—  AT(49-ie)I 

Enlwetok - AT^SO-i)-' 

Puerto  Rico _ AT(51-i)_ 

Inactive  Offices 

Los  Angeles - AT(04-l).  i 

Berkeley - AT(04-2)- 

Hartford  - AT(0«-1)- 

Wllmlngton  _ AT(07-i)_ 

Spoon  River - AT(ll-2)- 

lowa  (Burlington) _ ATG3-i)_ 

Ames  - AT(13-2)-  ' 

Detroit - AT  (20-1).  ,, 

Centerline _ AT  (20-2)- 

St.  Louis - AT(23-2)- 

Sandla _ _ _ AT(29-3)- 

Lockland _ I _ AT(33-3)- 

Pantex _ AT(41-1)- 

Mllwaukee _ AT(47-1)- 

Headquarters : 

Special  Projects - AT(49-9)-  I 


Subpart  9-53.200 — Orders  , 

§  9—53.201  Numbering  of  orders  (Form 
AEC-103). 

Procurement  offices  shall  number  all 
orders  (Form  AEC-103),  Including  pur¬ 
chase  orders,  with  a  prefix  symbol  to 
identify  the  issuing  office,  followed  by  a 
symbol  consisting  of  the  last  two  digits  of 
the  fiscal  year  of  issuance.  In  addition, 
procurement  offices  may  assign  such  sec¬ 
ondary  symbols  and  suf^es  as  may  be  re-  , 
quired  for  their  particular  needs.  This  « 
prefix  shall  precede  the  serial  number 
assigned  to  the  order  on  a  chronological  ^ 
basis,  starting  with  the  number  “1”  at  the  L 
beginning  of  each  fiscal  year.  For  ex¬ 
ample,  the  first  order  issued  by  Chicago 
Operations  Office  in  the  19xx  fiscal  year 
would  be  “CH-XX-1."  | 

f 

§  9—53.202  Procurement  oflice  symbols. 

The  symbols  assigned  for  the  purpose 
of  identifying  AEC  procurement  offices 
issuing  orders  are  set  forth  as  follows: 

Procurement  Order  i 

office  prefix  K 


Albuquerque _ AL- 

Brcx)khaven _ BH- 

Chlcago _ CH- 

Cinclnnatl _ CI- 

Canoga  Park _ C?- 

Dayton _ 

Fernald _ 


Grand  Junction _ 

Idaho  _ 

Kansas  City _ 

Los  Angeles _ 

Los  Alamos _ 

New  Brunswick _ 

Nevada  _ 

New  York _ 

Oak  Ridge _ 

Pinellas _ 

Paducah  _ 

Portsmouth _ 

Pittsburgh _ 

Puerto  Rico _ 

Richland _ 

Rocky  Flats _ 

San  Francisco _ 

Schenectady _ 

St.  Louis _ 

Savannah  River _ 

Headquarters  Services 
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part  9-54— CONTRAa  REPORTING 

9-&4.000  Scope  of  part. 

9-54.001  Applicability. 

9_54.002  Re^nslbUltlee. 

9-64.003  Definition  of  “procurement  ac> 
tlon.” 

AuTHORnr:  The  provisions  of  this  Part 
9-54  issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 

42  U.S.C.  2201;  sec.  205  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9-54.000  Scope  of  part. 

This  part  sets  forth  the  policies  and 
procedures  established  for  uniform  re¬ 
porting  to  Headquarters  of  essential  data 
on  procurement  actions.  Such  data  will 
be  u^  for  management  purposes,  for 
Informational  reports  and  to  furnish  in¬ 
formation  on  procurement  required  by 
Congressional  Committees,  General  Serv¬ 
ices  Administration,  Small  Business  Ad¬ 
ministration,  Department  of  Labor,  Re¬ 
negotiation  Board,  and  the  President’s 
Committee  on  Equal  Emplojmient  Oppor¬ 
tunity. 

§9-54.001  Applicability. 

(a)  Field  Offices.  Managers  of  Field 
Offices  shall  report  data  for  each  AEC 
procurement  ofiSce  and  shall  require  re¬ 
ports  from  each  cost-type  prime  con¬ 
tractor  (except  when  total  procurement 
actions  under  the  contract  are  estimated 
at  less  than  $250,000  on  an  annual  basis) 
and  each  first- tier  cost-type  subcon¬ 
tractor  under  a  cost-type  prime  contract 
(except  when  procurement  actions  under 
the  subcontract  are  estimated  at  less 
than  $250,000  on  an  annual  basis) . 

(b)  Contractors.  If  a  contractor  has 
more  than  one  procurement  office,  data 
will  be  reported  separately  for  each  of¬ 
fice.  Also,  if  a  contractor  has  more  than 
one  contract  subject  to  these  reporting 
requirements,  data  will  be  reported 
separately  for  each  contract. 

§  9-54.(>02  Responsibilities. 

(a)  The  Director,  Division  of  Con¬ 
tracts.  is  responsible  for  maintaining  a 
central  file  of  contract  data  and  for  the 
issuance  of  all  reports  and  analyses  of 
procurement  actions  on  an  AEC-wide 
basis. 

(b)  Division  Directors,  Heads  of  Of¬ 
fices,  Headquarters,  are  responsible  for 
the  preparation  of  all  reports  covering 
direct  procurement  actions  taken  by 
Headquarters  divisions  and  offices  and 
the  collection,  summarization,  and  review 
of  all  reports  required  from  cost-type 
prime  and  subcontractors  under  con¬ 
tracts  administered  by  Headquarters 
divisions. 

(c)  Managers  of  Field  Offices  are 
responsible  for  the  preparation  of: 

(1)  All  reports  covering  direct  pro¬ 
curement  actions  by  their  offices  and  the 
collection,  siunmarization  and  review  of 
all  cost-type  prime  and  subcontractor  re¬ 
ports  under  contracts  administered  by 
their  offices,  and 

(2)  Reports  on  Headquarters-desig¬ 
nated  contracts,  and  contracts  directed 
by  other  offices  under  procurement  dl- 
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rectlves;  the  office  which  executes  and 
administers  the  contract  (regardless  of 
where  fimds  are  obligated)  shall  report 
that  contract  as  one  of  its  procurement 
actions. 

§  9—54.003  Definition  of  “procurement 
action'*. 

(а)  “Procurement  action”  as  used  in 
relation  to  the  contract  r^x>rting  sys¬ 
tem  for  prime  contracts  and  subcon¬ 
tracts  includes: 

(1)  All  contracts  and  .subcontracts 
(including  both  new  contracts  and  con¬ 
tracts  superseding  preliminary  instru¬ 
ments)  and  purchase  orders; 

(2)  All  preliminary  contractual  in¬ 
struments  such  as  letter  contracts; 

(3)  All  amendments,  supplements, 
modifications,  changes,  cancellations, 
and  terminations  including  letters 
changing  the  contract  amount; 

(4)  Contracts  which  cover  guaranteed ' 
rental; 

(5)  All  orders  placed  against  other 
Government  agencies  (such  as  orders  on 
Federal  Supply  centers  or  working  fund 
agreements  covering  work  or  services 
performed  for  AEC  by  other  Govern¬ 
ment  agencies) ; 

(б)  All  payments  to  utility  companies. 
Payments  against  such  contracts  are  to 
be  reported  on  the  basis  of  estimated  an¬ 
nual  expenditures,  with  an  adjustment 
made  at  the  end  of  each  year  to  indicate 
actual  payments  imder  the  contract  or 
subcontract  during  the  fiscal  year; 

(7)  All  orders  against  existing  open- 
end  or  indefinite  quantity  contracts,  in¬ 
cluding  contracts  with  any  other  Gov¬ 
ernment  agency,  such  as  job  orders,  task 
orders,  or  delivery  orders.  Orders  against 
such  contracts  should  be  reported  under 
the  basic  contract.  Individual  orders  may 
be  reported  when  placed  for  the  articles, 
supplies,  or  services  rendered,  or  as  an 
alternative,  the  estimated  total  amount 
under  the  contract  may  be  reported; 
and 

(8)  Contracts  for  the  acquisition  of 
uranium  bearing  ores,  concentrates,  and 
other  source  materials. 

(b)  The  term  “procurement  action” 
excludes: 

(1)  Contracts  for  the  acquisition  of 
land; 

(2)  Purchases  paid  for  in  cash; 

(3)  Orders  placed  against  other  AEC 
offices  or  contractors  involving  transfers 
of  excess  equipment  or  surplus  material; 
and 

(4)  Transportation  by  Government 
bill  of  lading  and  transportation  of  per¬ 
sonnel  by  Government  travel  order.  With 
respect  to  contract  puiT>ose,  contractual 
arrangements  falling  within  object  clas¬ 
sifications  01  Personal  Services;  11 
Grants,  Subsidies,  and  Contributions;  13 
Refunds,  Awards,  and  Indemnities;  15 
Taxes  and  Assessments;  and  16  Invest¬ 
ments  and  Loans,  shall  be  excluded. 


PART  9-55— JUSTIFICATION  AND 
DOCUMENTATION  OF  PROCURE¬ 
MENT  ACTIONS 

Sec. 

9-55.000  Scope  ot  part. 
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Subpart  9—55.1 — Justification  of  Procuromont 

9-55.100  Scope  of  subpart. 

9-55.101  FcHiual  advertising. 

9-55.102  Negotiated  procurements. 
9-55.102-1  Applicability. 

9-55.102-2  Justification  of  AEC  direct  ne¬ 
gotiated  contracts. 

9-55.102-3  Procurement  by  cost-type  con¬ 
tractors. 

Subpart  9—55.2 — Documontation 

9-55.200  Scope  of  subpart. 

9-55.201  Procxirement  files. 

9-55.202  Documentation  of  AEC  direct 
negotiated  contracts. 

9-55.203  Documentation  of  AEC  procure¬ 
ment  through  formal  adver¬ 
tising. 

9-55.204  Documentation — cost- type  con¬ 
tractor  procurement. 

9-55.205  Approval  files — cost-type  con¬ 
tractor  procurement. 

Authority:  The  provisions  of  this  Part  9- 
55  Issued  under  sec.  161  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  68  Stat.  948,  42 
tr.S.C.  2201;  sec.  206  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as 
amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—55.000  Scope  of  part. 

This  part  sets  forth  the  administrative 
requirements  for  the  justification  of  AEC 
direct  and  cost-type  contractor  procure¬ 
ment  actions  for  equipment,  supplies, 
and  services  (including  construction) 
and  for  the  establishment  emd  mainte¬ 
nance  of  complete  files  of  documents  in 
support  of  such  procurement  actions. 

Subpart  9—55.1 — Justification  of 
Procurements 

§  9—55.100  Scope  of  subparl. 

This  subpart  sets  forth  the  type  of  in¬ 
formation  required  for  justification  of 
AEC  direct  and  cost -type  contractor 
procurements. 

§  9—55.101  Formal  advertising. 

Justification  for  AEC  formally  adver¬ 
tised  procurements  shall  consist  of  the 
information  required  by  §  9-55.203. 

§  9—55.102  Negotiated  procurements. 

Justification  for  AEC  direct  and  cost- 
type  contractor  procurements  shall  con¬ 
sist  of  the  information  required  by 
§§  9-55.102-2  and  9-55.102-3,  respec¬ 
tively. 

§  9—55.102—1  .Applicability. 

This  section  is  applicable  to  all  nego¬ 
tiated  contracts  and  subcontracts 
(including  letters  of  intent  or  letter  con¬ 
tracts)  and  modifications  thereof  in¬ 
volving  additional  supplies  or  services, 
except:  (a)  Contracts  or  subcontracts  for 
$2,500  or  less,  (b)  orders  against  Federal 
Supply  Schedules,  (c)  orders  placed 
against  other  Government  agencies,  (d) 
orders  placed  against  other  AEC  offices, 
and  (e)  orders  placed  under  one  AEC 
management  cost-tyc>e  contract  against 
another  AEC  management  cost-type 
contract. 

§  9— .55.102— 2  Jiisiiricaliun  of  AE(;  direct 
negotiuted  eontrael!«. 

The  justification  of  negotiated  prime 
contracts  required  for  actions  in  excess 
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of  $100,000  shall  be  in  the  form  of  a 
narrative  statement  covering,  to  the  ex¬ 
tent  applicable  to  the  particular  trans¬ 
action,  the  general  type  of  Information 
as  indicated  in  paragrai^  (a)  through 

(i)  of  this  section.  Actions  under  $100,000 
shall  be  supported  by  files  containing  sub¬ 
stantially  the  same  information  required 
by  paragraphs  (a)  through  (i)  of  this 
section.  The  scope  and  detail  of  informa¬ 
tion  to  be  Included  in  the  contract  file 
should  generally  be  determined  on  the 
basis  of  the  nature,  dollar  value,  and 
complexity  of  the  transaction  involved. 

(a)  Name  and  address  of  proposed 
contractor. 

(b)  Location  of  plant-  or  work-site 
for  performance  of  the  contract. 

(c)  Contract  number,  including 
amendment  number  if  applicable. 

(d)  Name  of  prime  contractor. 

(e)  Nature  of  contract  action  (letter 
contract,  conversion  of  letter  contract, 
extension  of  existing  contract,  etc.,  as 
well  as  type  of  contract — cost,  CPFP,  in¬ 
centive,  etc.) . 

(f)  A  reference  to  the  program  basis 
for  the  contract,  including  scope  of  the 
work  or  description  of  supplies  or  services 
being  procured,  delivery  or  construction 
schedules,  period  of  contract,  quantities, 
unit  prices,  and  total  price  or  estimated  . 
cost.  If  the  procurement  action  is  a 
contract  modification  the  relation  to  the 
program  under  the  basic  contract  and 
the  effect  thereof  should  be  shown. 

(g)  A  statement  justifying  the  use  of 
negotiation  in  lieu  of  formal  advertising. 

(h)  The  methods  of  solicitation  em¬ 
ployed  and  the  Information  requested 
from  sources  of  supplies  or  services;  the 
distribution  and  response  to  such  solici¬ 
tations  or  requests;  and  the  basis  upon 
which  it  is  concluded  that  such  solicita¬ 
tions  or  requests  were  sufficient  to  assure 
such  full  and  free  competition  as  is  con¬ 
sistent  with  the  procurement  of  the  re¬ 
quired  supplies  or  services.  This  shall 
include: 

(1)  A  brief  summary  of  the  request  for 
proposal  used  as  a  basis  for  solicitation; 

(2)  Number  of  firms  invited  to  sub¬ 
mit  proposals  and  a  list  of  firms  quoting, 
together  with  their  respective  quota¬ 
tions;  and 

(3)  The  reason  for  selection  of  the 
proposed  contractor,  when  award  is  to 
be  made  to  other  than  the  low  offeror  or 
there  is  a  wide  margin  between  the  ac¬ 
ceptable  quotation  and  other  quotations 
received. 

(i)  The  history  of  negotiations  with 
the  prcs)osed  contractor,  including  the 
consideration  given  to  appropriate  fac¬ 
tors,  and  the  basis  upon  which  it  is 
concluded  that  the  results  of  the  ne¬ 
gotiations  are  advantageous  to  the 
Government.  This  shall  include: 

(1)  A  brief  summary  or  principal 
points  involved  in  negotiation  and  the 
final  results  thereof,  indicating  price 
changes,  if  any,  during  negotiations  and 
explanations  therefor; 

(2)  A  comparison  of  the  proposed  con¬ 
tract  with  previous  procurements  of  the 
same  or  similar  supplies  or  services,  in¬ 
cluding  dates  or  previous  procurements, 
quantities,  changes  in  specifications 
from  last  purchase,  if  any,  and  justifica¬ 
tion  for  changes  in  price; 


(3)  For  all  contracts  lnv(dving  con¬ 
struction  and  related  engineering  serv¬ 
ices,  the  cost  breakdown  resulting  from 
contract  negotiations  which  was  used  to 
arrive  at  the  total  price  or  estimated  cost 
for  fee  or  profit  computation  purposes; 

(4)  For  all  contracts  for  the  operation 
or  management  of  AEC  facilities  on  a 
cost  or  C?PPF  basis,  a  complete  explana¬ 
tion  of  provisions  agreed  on  for  reim¬ 
bursing  costs  generated  elsewhere  than 
at  the  project  site,  together  with  com¬ 
plete  jiistification  for  fixed  fee,  if  any; 

(5)  For  each  supply,  production,  and 
research  and  development  contract,  an 
appropriately  detailed  analysis  of  cost 
and  price  reflecting  final  negotiation, 
with  suitable  consideration  of  the  poli¬ 
cies  and  principles  stated  in  FPR  Part 
1-3,  Part  9-3,  and  §  9-15.5008,  including 
comments  showing  appropriate  review 
and  evaluation  of  major  elements  of  cost 
and  price  by  financial,  technical,  and 
other  qualified  personnel; 

(6)  Names  and  locations,  when  avail¬ 
able,  of  prospective  subcontractors  and 
estimated  amounts  of  respective  subcon¬ 
tracts  which  will  exceed  $100,000; 

(7)  A  statement  as  to  whether  the 
contract  wUl  contain  any  form  of  price 
redetermination  or  escalation,  including 

.  reasons  for  Inclusion  or  omission; 

(8)  General  types  and  value  of  Gov¬ 
ernment  property  t  obe  furnished,  or 
already  furnished  to  the  proposed  con¬ 
tractor  and  which  will  be  used  in 
performance  of  the  work; 

(9)  A  statement  as  to  whether  the  fi¬ 
nancial  condition  of  the  proposed  con¬ 
tractor  is  considered  satisfactory, 
whether  the  contract  is  to  be  partly  or 
wholly  financed  by  Government  funds, 
whether  guaranteed  loans  are  Involved, 
whether  the  contractor’s  accounting  sys¬ 
tem  is  satisfactory  and  adequate  to  fur¬ 
nish  information  required  by  AEC  under 
the  contract,  and  whether  or  not  ac¬ 
counts  imder  the  contract  are  to  be 
integrated  with  AEC  accounts  (if  a  per¬ 
formance  bond  is  to  be  furnished,  state 
name  of  bonding  company  and  amoimt 
of  bond) : 

(10)  A  statement  as  to  the  technical 
ability  and  past  performance  of  the  pro¬ 
posed  contractor  (if  the  contractor  is 
presently  performing  other  AEC  con¬ 
tracts,  state  uncompleted  contract  value, 
status  of  work  thereunder  and  the  effect 
of  proposed  additional  contracts  or  back¬ 
log  on  the  proposed  contract) ; 

(11)  The  amount  of  funds  available 
and  encumbered  for  the  proposed  con¬ 
tract,  including  appropriation,  allot¬ 
ment  number,  subprogram  class  and 
budget  item; 

(12)  The  basis  for  establishing  deliv¬ 
ery  requirements  or  other  performance 
schedules; 

(13)  Any  other  pertinent  data  in  the 
form  of  explanations,  comments,  or  com¬ 
parisons  concerning  any  imusual  or' new 
phases  of  the  procurement  or  negotia¬ 
tions  relating  thereto  (comments  or  re¬ 
port  of  the  Division  of  Finance  of  the 
Field  Office  concerned  as  to  the  financial 
and  pricing  aspects  of  the  proposed  con¬ 
tract  should  be  included  xmder  this  para¬ 
graph.  Recent  and  current  contracts  of 
the  contractor  with  other  field  offices  and 
other  Government  agencies  with  partic¬ 


ular  emphasis  (xi  a  comparison  of  buai. 
ness  aspects  of  such  contracts  with  the 
proposed  contract  ^ould  also  be  com¬ 
mented  upon) ;  and 
(14)  In  the  case  of  contract  actiooi 
requiring  Headquarters  approval,  the 
name  of  the  AEC  negotiator  responslWe 
for  the  transaction,  together  with  his 
telephone  number. 

§  9—55.102—3  Procurement  by  cost-type 
contractors.  I 

I 

(a)  A  written  justification,  consisting 
of  all  information  and  data  upon  which 
it  has  been  determined  that  the  procure-, 
ment  is  in  the  best  interests  of  the  Gov-* 
emment,  shall  be  required  for  procure- 
ments  by  cost-type  contractors.  Hie 
scope  and  detail  of  such  justification 
shall  be  consistent  with  the  nature,  dri- 
lar  value,  and  complexity  of  the 
procurement  involved. 

(b)  Except  as  may  be  otherwise  re¬ 
quired  by  FPR  1-3.811  (a)  (4),  a  written 
justification  is  not  required  when  cost- 
type  contractors  use  the  competitive  bid 
or  quotation  and  award  method  of  pro- 
ciurement,  which  includes  the  basic  stepe 
and  objectives  set  forth  in  §  9-59.003 (b) 
(1) ,  provided  award  is  made  without  en¬ 
tering  into  negotiations. 

Subpart  9-55.2 — Documentation 
§  9—55.200  Scope  of  subpart. 

This  subpart  sets  forth  the  administra¬ 
tive  requirements  for  the  establishmmit 
and  maintenance  of  complete  files  of 
documents  in  support  of  AEC  direct  and 
cost- type  contractor  procurement  action* 
for  equipment,  supplies,  and  services  (in¬ 
cluding  construction) . 

§  9—55.201  Documentation  of  AEC  di¬ 
rect  negotiated  contracts. 

Files  of  essential  documents  for  sub¬ 
stantially  all  contracts  and  modlfictAions 
made  without  formal  advertising,  ex¬ 
cept  files  for  small  purchases  (less  than 
$2,500)  see  Subpart  9-3.6  shall  Include 
the  following: 

(a)  Copy  of  the  procurement  directive, 
requisition  or  other  document  upon 
which  the  proctirement  is  based ; 

(b)  Justification  of  negotiation  re¬ 
quired  by  §  9-55.102: 

(c)  Copy  of  request  for  proposals,  in¬ 
cluding  drawings  and  specifications 
when  applicable  or  references  thereto; 

(d)  I^t  of  prospective  contractor* 
solicited; 

(e)  Abstract  of  proposals  both  oral 
and  written; 

(f)  Copies  of  written  proposals  or  con¬ 
firming  quotations  received; 

(g)  “Findings  and  Determinations” 
required  by  Part  9-3; 

(h)  Basis  upon  which  it  has  been  de¬ 
termined  that  the  contractor  was  finan¬ 
cially  and  technically  able  to  perform: 

(i)  Cost  breakdown  or  other  appropri¬ 
ate  information  used  to  determine  rea¬ 
sonableness  of  price  in  making  award, 
including  a  statement  on  the  analysis 
of  the  price; 

(j)  Approval  of  appropriate  reviewing 
authority  when  required; 

(k)  Conformed  C(H>y  of  contract  or 
purchase  order  with  specific  reference  to 
any  unusual  contract  provisions  and  rea¬ 
sons  therefor; 
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(l)  Related  corre^>ondence;  and 

(m)  Copies  of  any  modifications. 

§  9-55.203  Documentation  of  AEG  pro* 
curement  through  formal  advertis¬ 
ing. 

The  file  covering  a  procurement  by 
formal  advertising  shall  include  the 
following: 

(a)  Copy  of  the  procurement  directive, 
requisition  or  other  document  upon 
which  procmement  is  based; 

(b)  Copy  of  the  bid  invitation: 

(c)  List  of  prosi>ective  bidders 
solicited; 

(d)  Copies  of  addenda  or  supple¬ 
mental  notices; 

(e)  Abstract  of  bids; 

(f)  Copy  of  successful  bid; 

(g)  Evaluation  of  the  reasonableness 
of  the  low  bid  accepted,  including  com¬ 
parison  with  the  independent  Govern¬ 
ment  cost  estimate,  if  applicable; 

(h)  Copy  of  notice  of  award; 

(i)  Conformed  copy  of  contract; 

(j)  Copies  of  unsucessful  bids; 

(k)  Copies  of  any  modifications; 

(l)  Justification  for  award  to  other 
than  the  low  bidder  and  other  circum¬ 
stances  justifying  award,  such  as  basis 
for  making  the  award  in  case  of  equal 
low  bids; 

(m)  If  performance  or  payment  bond 
requirements  on  lump-sum  or  unit-price 
construction  contracts  and  subcontracts 
do  not  conform  to  the  requirements  of 
Part  9-10,  state  the  reason;  and 

(n)  Related  correspondence. 

§9-55.204  Documentation — cost-type 
contractor  procurement. 

Contracting  officers  shall  assure  that 
cost-type  contractors  establish  and 
maintain  procurement  files  which  con¬ 
tain  those  documents  essential  to  present 
an  adequate  and  accurate  record  of  the 
transaction. 

§9-55.205  Approval  files— cost-type 
contractor  procurement. 

A  file  shall  be  established  in  the  field 
ofBce  which  will  document  the  review  of 
each  cost-type  contractor  procurement 
action  submitted  for  approval  to  AEG. 


PART  9-56— SELECTION  OF  CON¬ 
TRACTORS  BY  BOARD  PROCESS 

Sec. 

a-66.000  Scope  of  part. 

9-66.001  Applicability. 

9-66.002  Policy,  cost-type  contractor  pro¬ 
curement. 

Subpart  9—56.1 — Contract  Proposal  Evaluation 
Boards 

9-56.100  Scope  of  subpart. 

9-66.101  Use  of  Contract  Proposal  Evalua¬ 
tion  Boards. 

9-56.102  Purpose  of  Contract  Proposal 
Evaluation  Boards.  ' 

Subpart  9—56.2  [Reserved] 

Subpart  9—56.3  [Reserved] 

Subpart  9—56.4 — Policy  Governing  Particular 
Types  of  Contracts 

9-56.401  Replacement  of  contractors  op¬ 
erating  AEC-owned  plants  or 
laboratories. 
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Sec. 

9-56.401  Replacement  of  service-type  con¬ 
tractors  performing  services  of  a 
continuing  nature  for  the  ABC 
at  AEC-owned  locations. 

9-56.403  Selection  of  new  onsite  service 
contractors. 

9-56.404  Selection  of  research  and  develop¬ 
ment  contracts  for  work  in  com¬ 
mercial  facllltira. 

9-56.405  Selection  of  contractors  for  en¬ 
gineering  and  construction  work. 

Aitthority:  The  provisions  of  this  Part 
9-56  issued  under  sec.  161  of  the  Atomic 
Energy  Act  of  1954,  as  amended,  68  Stat.  948, 
42  U.S.C.  2201;  sec.  205  of  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of  1949, 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—56.000  Sco|»e  of  part. 

This  part  sets  forth  AEG  policies  for 
the  use  of  Gontract  Proposal  Evaluation 
Boards  and  policies  governing  particular 
types  of  contracts. 

§  9—56.001  .Applicability. 

(a)  The  policies  and  requirements  of 
this  part  are  to  be  used  in  the  selection 
of: 

( 1 )  Operating  contractors ;  and 
<2)  Participants  imder  the  Power 
Demonstration  Program. 

(b)  Also,  they  are  to  be  used  for  con¬ 
tracts  estimated  to  exceed  $500,000  in 
the  selection  of : 

(1)  Research  and  development  con¬ 
tractors; 

(2)  Architect-engineer  contractors, 
including  those  for  advance  engineering; 

(3)  Gost-type  construction  contrac¬ 
tors  ;  and 

(4)  Any  other  contractor  where  a 
judgment  of  relative  technical  and 
managerial  capabilities  of  a  group  of 
firms  must  be  made  in  which  the  primary 
objective  is  the  selection  of  the  best 
qualified  firm. 

(c)  The  policies  and  requirements  of 
this  part  shall  be  used  for  the  selection 
of  the  contractors  for  contracts  referred 
to  in  paragraph  (b)  of  this  section  esti¬ 
mated  to  cost  less  than  $500,000  when¬ 
ever  it  is  considered  likely  that  later 
phases  of  the  same  project  will  cause  the 
contract  to  exceed  $500,000. 

(d)  The  policies  and  principles  of  this 
part  are  also  applicable  to  the  selection 
of  contractors  for  contracts  estimated  to 
cost  less  than  $500,000,  however,  less 
formal  procedures  and  practices  than 
those  described  in  this  part  may  be  fol¬ 
lowed,  depending  on  the  circumstances 
in  each  particular  selection,  at  the  dis¬ 
cretion  of  the  designating  official. 

(e)  Reserved. 

(f)  The  policies  and  requirements  of 
this  part  do  not  apply  to  the  following: 

(1)  Extensions  of  contracts  where  it 
has  been  appropriately  determined  that 
formal  selection  procedures  need  not  be 
followed: 

(2)  Formally  advertised  contracts  or 
fixed-price  negotiated  contracts  in  which 
price  Is  the  primary  consideration; 

(3)  Research  and  development  con¬ 
tracts  entered  into  under  the  criteria  in 
Subpart  9-4.51  or  9-4.52; 

(4)  Determination  as  to  whether  a 
given  scope  of  work  should  be  performed 


in  AEG-owned  or  in  commercial  facil¬ 
ities;  and 

(5)  Determination  as  to  which  exist¬ 
ing  AEG  operating  contractor  should 
perform  a  given  scope  of  work. 

(g)  In  paragraphs  (b),  (c),  and  (d) 
of  this  section,  the  $500,000  limit  applies 
to  the  related  construction  costs  for  A-E 
contracts.  For  A-E  contracts,  including 
selections  for  advance  engineering  work, 
where  a  related  construction  cost  can¬ 
not  be  determined,  the  limit  in  the  pro¬ 
visions  applies  to  estimated  contract  cost 
of  $50,000. 

§  9—56.002  Policy,  cost-type  contractor 
procurement. 

For  the  selections  of  subcontractors 
under  AEG  cost-type  contracts  of  the 
type  identified  in  AEGPR  9-56.001  (b), 
evaluations  normally  should  be  made  on 
the  basis  of  group  judgment  by  repre¬ 
sentatives  experienced  in  technical  and 
business  areas  appropriate  to  the  re¬ 
quirement,  using  weighted  evaluation 
factors  established  prior  to  receipt  of 
proposals.  Numerical  ratings  should  be 
supplemented  with  supporting  narrative 
explanations  of  the  important  judgments 
involved  ih  arriving  at  such  ratings. 

Subpart  9—56.1 — Contract  Proposal 
Evaluation  3oards 

§  9—56.100  Scope  of  ^lubparl. 

This  subpart  sets  forth  AEG  policy, 
concerning  the  use  of  Gontract  Proposal 
Evaluation  Boards. 

§  9—56.101  Use  of  Contract  Proposal 
Evaluation  Boards. 

It  is  the  policy  of  AEG  to  use  Gontract 
Proposal  Evaluation  Boards  in  the  selec¬ 
tion  of  contractors  for  contracts  of  the 
type  referred  to  in  §  9-56.001  (a),  (b), 
and  (c) . 

§  9—56.102  Purpose  of  Contract  Pro¬ 
posal  Evaluation  Boards. 

The  use  of  Contract  Proposal  Evalua¬ 
tion  Boards  is  designed  to: 

(a)  Facilitate  the  selection  of  contrac¬ 
tors; 

(b)  Provide  for  selection  of  the  best 
contractor  for  a  given  Job; 

(c)  Insure  consistent  treatment  of 
firms  under  consideration;  and 

(d)  Help  promote  mutual  understand¬ 
ing  between  AEX::  and  its  prospective 
contractors. 

Subpart  9—56.2  [Reserved! 
Subpart  9—56.3  [Reserved! 

Subpart  9—56.4 — Policy  Governing 
Particular  Types  of  Contracts 

§  9—56.401  Replacement  of  contractors 
operating  AEC-owned  plants  or  lab¬ 
oratories. 

(a)  Where  any  of  the  following  con¬ 
ditions  exist,  contractors  operating 
AEC-owned  plants  or  laboratories  at 
AEC-owned  locations  are  subject  to  re¬ 
placement  at  the  time  their  contracts  are 
proposed  for  extension,  and  they  will  not 
be  considered  for  selection  to  continue 
to  operate  such  plants  or  laboratories. 
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unless  that  action  would  be  contrary  to 
the  Gtovemment’s  interest  and  if  other 
qualified  firms  are  available; 

( 1 )  Marginal  performance ; 

(2)  Conflict  of  interests  between  com¬ 
mercial  and  contract  activities  when 
found  to  outweigh  the  advantages  of  us¬ 
ing  contractors  who  are  demonstrating 
a  sufficient  interest  in  the  fleld  of  atomic 
energy  to  have  maintained  their  own 
commercial  program  and  thus  are  assist¬ 
ing  in  establishing  a  private,  (XMnpetiUve 
nuclear  industry;  or 

(3)  Overconcentration  of  the  firm’s 
activities  in  the  Atomic  Energy  Commis¬ 
sion’s  program. 

(b)  Where  any  of  the  following  con¬ 
ditions  apply,  the  normal  selection 
process,  (i.e.,  requesting  proposals  from 
industry  and  others)  will  be  considered 
for  the  selection  of  contractors  described 
In  paragraph  (a)  of  this  section  at  the 
time  such  existing  contracts  are  pro¬ 
posed  for  extension,  if  qualified  firms  are 
available: 

(1)  Where  the  existing  operating  con¬ 
tractor’s  performance  is  considered  not 
better  than  average;  or 

(2)  Where  the  circiunstances  under¬ 
score  the  high  desirability  of  giving  ade¬ 
quate  opp>ortxmity  to  other  organiza¬ 
tions  to  compete  for  the  business  of 
supplying  services  to  the  AEC. 

§  9—56.402  Rcplaremenl  of  serviee-lype 
contractors  performing  services  of  a 
\  continuing  nature  for  the  AEC  at 
AEC-owned  locations. 

The  policy  set  forth  in  §  9-56.401 
above  is  applicable  to  the  replacement  of 
onsite  service-type  contractors. 

§  9—56.403  Selection  of  new  on.site  serv¬ 
ice  contractors. 

Normally  a  firm  will  not  be  considered 
for  selection  for  an  onsite  service  con¬ 
tract  where  the  work  to  be  performed 
under  the  AEC  contract,  together  with 
work  being  performed  for  other  Govern¬ 
ment  agencies  and  others,  would  place 
the  firm  in  a  predominant  position  in  a 
field  of  industrial  activity  germane  to 
the  contract  work,  unless  that  action 
would  be  contrary  to  the  Government’s 
interest  and  if  other  qualified  firms  are 
available. 

§  9—56.404  Selection  of  research  and  de¬ 
velopment  contracts  for  work  in  rom- 
i  niercial  facilities. 

In  selecting  recipients  of  research  and 
development  work,  it  is  basic  AEC  policy 
to  assign  the  work  where  it  can  be  done 
most  effectively  and  efficiently.  Where  it 
is  otherwise  appropriate  to  assign  the 
work  to  a  ccmimercial  concern,  it  is  also 
the  policy  of  the  AEC  to  make  such  wide 
distribution  of  contract  awards  as  will 
encourage  broad  participation  by  quali¬ 
fied  research  and  development  contrac¬ 
tors  performing  wort:  in  their  own  facili¬ 
ties  in  order  to: 

(a)  Maintain  a  competitive  industrial 
base;  and 

(b)  Prevent  firms  from  attaining  a 
predenninant  position  in  a  major  seg¬ 
ment  of  the  atomic  energy  industry. 


§  9—56.405  Selection  of  contractors  for 

engineering  and  construction  work. 

(a)  It  Is  the  pc^cy  of  the  AEC  to 
encourage  broad  participation  by  quali¬ 
fied  architect-engineers  and  construc¬ 
tors  in  the  atomic  energy  programs  to 
the  fullest  extent  practicable  in  order  to : 

(1)  Avoid  imdue  concentration  of 
work  with  any  firm  or  group  of  firms  in 
a  particular  field  of  work  (architect- 
engineer  or  construction) ;  and 

(2)  Develop  and  maintain  a  broad 
base  of  contractors  with  atomic  energy 
experience  and/or  nuclear  capability 
which  may  be  used  for  AEC  or  commer¬ 
cial  requirements. 

(b)  A  firm  currently  imder  contract 
to  AEXi;  or  to  a  cost-type  ABC  contractor 
shall  not  be  invited  to  submit  a  proposal 
for  work  in  the  same  field  if  the  pro¬ 
posed  project  would  be  performed  con¬ 
currently  with  the  existing  contract  and 
if  the  estimated  cost  of  the  new  con¬ 
struction  work  involved  is  in  excess  of 
$10  million  or  the  estimated  cost  of  the 
architect-engineer  services  is  in  excess 
of  $1  million  where  a  construction  cost 
estimate  cannot  be  determined.  If.  for 
cogent  reasons,  the  designating  official 
believes  that  such  a  firm  should  be 
invited,  approval  shall  be  obtained  from 
the  Division  of  Contracts.  This  require¬ 
ment  shall  not  apply  to: 

(1)  Firms  currently  engaged  only  on 
AEC  fixed-price  construction  contracts 
awarded  as  a  resxilt  of  formal  advertising 
or  invited  bids; 

(2)  Any  firm  currently  engaged  on 
AEC  contracts  in  the  same  field,  the  total 
of  which  involves  construction  costs  of 
less  than  $10  million;  or 

(3)  Any  architect-engineer  firm  after 
it  has  completed  title  II  work,  exclusive 
of  checking  shop  drawings,  even  though 
it  still  has  title  in  inspection  services  to 
perform. 

(c)  Normally,  (mly  those  firms  which 
are  compatible  with  the  size  and  com¬ 
plexity  of  the  job  requirements  should 
be  invited;  that  is,  for  a  small  relatively 
simple  job,  firms  whose  resources  and 
qualifications  are  far  in  excess  of  the 
job  requirements  should  not  be  solicited, 
and  where  size  and  simplicity  of  the  job 
permit,  invitees  should  be  limited  to  the 
geographic  area  of  the  job, 

PART  9-59— ADMINISTRATION  OF 

COST-TYPE  CONTRACTOR  PRO¬ 
CUREMENT  ACTIVITIES 


Energy  Act  of  1954,  as  amended,  68  Stat.  948 
42  U.S.C.  2201;  sec.  205  of  the  Federal  PropJ 
erty  and  Administrative  Services  Act  of  1949 
as  amended,  63  Stat.  390,  40  U.S.C.  486. 

§  9—59.000  Scope  of  part. 

This  part  establishes  AEC  policy  and 
requirements  for  administration  of  cost- 
type  contractor  procurement. 


Sec. 

9-59.000  Scope  of  part. 

9-59.001  General. 

9-59.002  Responsibility  of  contracting  ofiB- 
cers. 

9-59.003  Policies  for  co8t-t3rpe  contractor 
procurement. 

9-59.004  AECPR-PPR  provisions  pertaining 
to  cost-type  contractor  procure¬ 
ment. 

9-59.005  Procediires  for  handling  mistakes 
under  cost-type  contractor  pro¬ 
curement.  • 

9-59.006  Procurement  from  contractor- 
controlled  sources. 

Authority;  The  provisions  of  this  Part 

9-59  issued  under  sec.  161  of  the  Atomic 


§  9-59.001  General. 

(a)  AEC  utilizes  cost-type  contractors 
for  the  operation  of  its  facilities,  for  the 
performance  of  research  and  develop¬ 
ment,  and  for  other  services.  Such  cwi- 
tractors  are  generally  selected  for  tech¬ 
nical  and  managerial  capabilities,  and 
are  expected  to  make  full  use  thereof  in 
order  to  achieve  the  flexibility  and  high- 
quality  products  and  services  required  for 
AEC  programs. 

(b)  Procurement  activities  of  AEC 
cost-type  contractors  are  governed  by 
the  requirements  of  applicable  contract 
provisions.  Federal  Procurement  Reg¬ 
ulations  generally  are  not  directly  appli¬ 
cable  to  AEC  cost-type  contractors. 
There  are,  however,  requirements  of  cer¬ 
tain  Federal  laws,  executive  orders,  and 
regulations,  including  Federal  Procure¬ 
ment  Regulations,  which  pertain  to  pro¬ 
curements  by  cost-type  contracton. 
These  requirements,  together  with  im¬ 
plementing  AEC  Procurement  Regula¬ 
tions,  and  certain  additional  AECPR'g 
which  apply  to  contractor  procurement, 
are  listed  in  §  9-59.004.  In  addition,  AEC 
has  established  certain  procurement 
policies  for  its  cost-type  contractors. 
These  are  foimd  in  §  9-59.003. 

§  9—59.002  Responsibility  of  contract¬ 
ing  officers. 

(a)  Contracting  officers  are  responsi¬ 
ble  for  assuring  that  procurement  fay 
cost-type  contractors  conforms  to  con¬ 
tract  requirements  and  provides  effective 
and  timely  support  to  agency  programs. 
In  carrying  out  this  responsibility,  con¬ 
tracting  officers:  (1)  Assure  that  AEC 
cost-type  contracts  include  those  provi¬ 
sions  required  by  law  or  regulations,  and 
such  other  provisions  as  are  appropriate 
to  implement  AEC  policies  and  require¬ 
ments:  (2)  review  contractor  procure¬ 
ment  systems  (including  policies)  as  re¬ 
quired  by  this  section  and  in  accordance 
with  the  provisions  of  their  contracts; 

(3)  review  individual  procurement  ac¬ 
tions  of  certain  types  or  above  stated  dol¬ 
lar  levels  established  in  accordance  with 
Subpart  9-51.2;  and  (4)  make  periodic 
appraisals  of  the  contractor’s  perform¬ 
ance  of  the  prociurement  function  in 
accordance  with  criteria  established  by 
the  Director,  Division  of  Contracts. 

(b)  Contracting  officers  shall  require 
cost-type  contractors  to  submit  written 
descriptions  of  procurement  systems  and 
methods  used  or  proposed  to  be  used  in 
the  contract  work  when: 

(1)  The  contract  is  for  the  construc¬ 
tion,  operation,  or  maintenance  of  an 
AEC  facility  (including  research  and  de¬ 
velopment  facilities)  which  is  segregated 
from  the  contractor’s  regular  business; 
or 
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(2)  The  contract  provides  for  substan- 
titi  procxirement  se^ces  incident  to  the 
construction  of  AEC  facilities:  or 

(3)  Tlie  contractor  has  set  up  a  sepa¬ 
rate  supply  fimction  under  AEC  con¬ 
tracts;  or 

(4)  Expected  procurement  is  consid¬ 
ered  sufficiently  significant  by  the  con¬ 
tracting  officer  to  warrant  such  action. 

(c)  In  reviewing  cost-type  contractor 
descriptions  of  procurement  systems  and 
methods,  contracting  officers  shall  assure 
that  such  statements  are  not  inconsistent 
^rith  this  part. 

§  9-59.003  Policies  for  cosl-lype  con¬ 
tractor  procurement. 

The  following  policies  are  established 
for  cost-type  contractor  procurement. 
\Vithin  these  policies  it  is  expected  that 
procurement  systems  and  methods  will 
vary  according  to  the  types  and  kinds  of 
procurement  to  be  made,  the  needs  of  the 
jnrticular  programs,  and  the  experience, 
methods,  and  practices  of  the  particular 
contractor.  In  the  development  of  pro¬ 
curement  systems  and  methods,  contrac¬ 
tors  should  be  encouraged  to  make  maxi¬ 
mum  utilization  of  their  experience  and 
Initiative  to  the  extent  consistent  with 
the  requirements  of  this  part. 

(a)  Procmement  systems  and  meth¬ 
ods  utilized  for  AEC  contract  work  should 
be  well  defined  and  consistently  applied 
and  should  accord  with  good  business 
practices  for  the  type  and  amoimt  of 
procurement  involved. 

(b)  Procurement  should  be  effected  in 
the  manner  most  advantageous  to  the 
Gtovemment — price,  quality,  and  other 
factors  considered.  In  order  to  assure  this 
obje^ive  and  the  award  of  business  on  an 
impartial  basis,  procurement  (from 
sources  other  than  Government  sources) 
shall  be  effected  by  methods  calculated 
to  assure  such  full  and  free  competition 
as  is  consistent  with  securing  the  re¬ 
quired  supplies  and  services.  Generally, 
procurement  actions  are  carried  out 
through  one  of  the  following  methods; 

(1)  Competitive  bids  or  quotations  and 
award.  The  competitive  bid  or  quotation 
and  award  method  of  procurement, 
which  normally  assures  the  greatest  de¬ 
gree  of  full  and  free  competition,  gen¬ 
erally  involves  the  following  basic  steps 
and  objectives: 

(i)  Preparation  of  invitations  for  bids 
or  requests  for  quotations  setting  forth 
the  contract  terms  and  conditions  and 
describing  the  requirement  clearly,  ac¬ 
curately,  and  completely,  but  avoiding 
unnecessarily  restrictive  specifications  or 
requirements. 

(ii)  Publicizing  such  invitations  or 
requests  by  distribution  to  a  reasonable 
number  of  prospective  bidders  and  by 
such  other  means  as  may  be  appropriate, 
in  sufficient  time  to  permit  the  prepara- ' 
tion  and  submission  of  bids  or  quotations 
before  the  time  set  for  opening  or  receipt 
of  bids  or  quotations. 

(iii)  Handling  bids  or  quotations  in  a 
manner  which  provides  fair  and  equal 
treatment  to  all  prospective  contractors. 

(iv)  Making  an  award  to  the  prospec¬ 
tive  contractor  whose  bid  or  quotation, 
conforming  to  the  invitation  or  request, 
will  be  most  advantageous  to  the  Govern¬ 
ment,  price  and  other  factors  considered. 


However,  if  upon  evaluation  of  written 
bids  or  quotations  it  is  determined  to  be 
in  the  best  interests  of  the  Government 
to  enter  into  negotiations  with  prospec¬ 
tive  contractors  before  award,  such  nego¬ 
tiations  should  be  conducted  in  accord¬ 
ance  with  (2)  below  with  respect  to 
according  fair  and  equal  treatment  to 
prospective  contractors. 

(2)  Negotiation.  Procmrement  by  this 
method  normally  should  be  conducted  by 
competitive  negotiations  through  the 
solicitation  and  evaluation  of  proposals, 
from  an  adequate  number  of  qualified 
sources  to  assure  effective  competition, 
consistent  with  securing  the  required 
supplies  or  services.  Negotiated  procure¬ 
ment  involves  advance  planning,  descrip¬ 
tion  of  procurement  and  delivery  require¬ 
ments,  and  consideration  of  the  effect 
these  requirements  may  have  on  prices 
and  competition.  Requests  for  proposals 
should  describe  the  property  or  services 
required  as  completely  as  possible;  allow 
sufficient  time  for  the  submission  of  pro¬ 
posals;  and  establish  a  closing  date  for 
receipt  of  proix>sals.  Proposals  should  be 
handled  in  a  manner  which  provides  fair 
and  equal  treatment  to  all  prospective 
offerors.  Selection  of  offerors  for  nego¬ 
tiation  and  award  shall  be  consistent  with 
FPR  1-3.805  and  !  9-3.805. 

(c)  Price  or  cost  analyses  shall  be  per¬ 
formed  in  accordance  with  the  require¬ 
ments  of  FPR  1-3.807  and  §  9-3.807, 
Pricing  Techniques  and  FPR  1-3.809  and 
§  9-3.809,  Contract  audit  as  a  pricing  aid. 
Profits  and  fees  paid  shall  be  consistent 
with  limitations  established  in  §  9-3.808- 
51. 

(d)  Supplies  and  services  normally 
should  be  procured  through  the  use  of 
suitable  specifications,  standards,  and/or 
purchase  descriptions  which  clearly  and 
accurately  describe  the  supplies  or  serv¬ 
ices  to  be  procured.  If  such  specifications, 
standards,  and/or  purchase  descriptions 
are  not  available  and  it  is  impractical  or 
uneconomical  to  prepare  them,  “brand 
name  or  equal”  descriptions  may  be  used, 
provided  the  particular  physical,  func¬ 
tional,  or  other  characteristics  of  the 
brand  name  item  which  are  deemed  es¬ 
sential  are  clearly  identified  and 
described. 

(e)  A  fair  proportion  of  supplies  and 
services  shall  be  procured  from  small 
bxisiness  concerns. 

(f)  The  need  for  access  authorizations 
to  classified  information  shall  not  be  a 
limiting  factor  in  obtaining  competition 
except  where  time  will  not  permit  secur¬ 
ing  additional  access  authorizations. 

(g)  Awards  shall  be  made  only  to  re¬ 
sponsible  prospective  contractors.  Awards 
shall  not  be  made  to  firms  or  individuals 
on  the  AEC  List  of  Disqualified  Bidders 
and  Ineligible  Contractors. 

(h)  Selection  of  the  type  of  contract  to 
be  used  should  be  based  on  consideration 
of  the  nature  of  the  supplies  and  services 
required  and  other  circumstances  sur¬ 
rounding  the  procurement.  The  cost- 
plus-percentage-of-cost  system  of  con¬ 
tracting  shall  not  be  used  in  any  event. 

(i)  Small  purchases  (less  than  $2,500) 
should  be  made  by  methods  designed  to 

(1)  obtain  fair  and  reasonable  prices, 

(2)  reduce  administrative  costs  of  mak¬ 
ing  such  purchases  to  the  minimum  re¬ 


quired  to  estaUlsh  the  propriety  of  plac¬ 
ing  the  order  at  the  price  paid  with  the 
supplier  concerned,  and  (3)  improve  op¬ 
portunities  for  small  business  c(mcems 
within  the  local  trade  area  to  obtain  a 
fair  proportion  of  purchases. 

(j)  Subcontracts  and  purchase  orders 
for  supplies  and  services  for  the  AEC 
work  normally  should  hudude  provisions 
for  resolving  disputes  to  the  same  extent 
and  in  the  same  manner  as  in  similar 
AEC  direct  contracts.  A  disputes  clause 
which  can  be  used  to  carry  out  this  policy 
is  set  forth  in  §  9-7.5004-3  (b). 

§  9—59.004  AECPR— FPR  provisions  per¬ 
taining  to  cost-type  contractor  pro¬ 
curement. 


The  AECPRr-FPR  provisions  referenced 
below  pertain  to  cost-type  contractor 
procurements  and  are  list^  in  this  part 
to  facilitate  administration.  Some  of 
.these  provisions  are  implementations  of 
statutory  or  other  requirements  and 
AEC -wide  policies,  which  provide  little  or 
no  basis  for  the  exercise  of  judgment. 
However,  to  the  extent  such  provisions 
permit  or  provide  for  the  exercise  of 
judgment,  contracting  officers  shoiQd  be 
guided  by  good  business  practice  and  the 
best  interests  of  the  Government. 


Subject 

Federal  Paper  Specifica¬ 
tions. 

Ckintlngent  Pees _ 

Small  Business  and  Labor 
Surplus  Area  Concerns. 

Qualified  Products _ 

Organizational  Conflicts 
of  Interest. 

Price  Negotiation  Policies 
and  Techniques. 

Subcontracting  Policies 
and  Procedmes. 

Livestock  Products _ _ 

Indemnity  Representa¬ 
tion. 

Measurement  Differences, 
SSNM  Transfers. 

Enriched  Uranium  Agree¬ 
ments. 

Multiyear  Prociirement _ 

Special  and  Directed 
Sources. 

Foreign  Purchases _ 

Clauses  _ _ 


Termination  _ 

Patents  and  Copyrights. - 

Bonds  and  Insurance _ 

Taxes _ 

Labor  _ 

Cost  Principles _ 

Construction _ 


Contract  Finance. 


Approval  of  Contracts _ 


Procedures  for  handling 
mistakes  rmder  cost- 
type  contractor  pro¬ 
curement. 

Contractor-controlled 

sources. 

Subcontractor  Selectlon. 


Reference 
9-1.305-1  (b). 

9-1.601. 

9-1.710-1  (a)  and 
(c),9-1.702(b) 
(2).  1-1.805-1. 
9-1.11. 

9-1.6403. 


1-3.8,  9-3.800. 


1-3.9,  9-3.901. 

9-4.601. 

9-4.5008. 

9-4.5300. 


9-4.6400. 


9-4.6600. 

1-1.319,9-5.000. 


9-6.100,  9-6.800, 
5-18.600. 

9-7.000-50,  9-14.- 
6002,  fr-7.6003 
(c). 

9-8.000. 

9-9.5001,  9-9.- 

6101. 

9-10.000. 

9-11.203,  9-11.- 

350,9-11.4. 

9-12.000,  1-12.8. 

9-16.60. 

9-18.150,  1-18.- 

305(b),  9-18.- 

305,  9-18.60,  9- 
18.108. 

1-30.4,  1-30.6,  9- 
30.4,  9-30.6,  9- 
30.7. 

9-51.200,  9-61.- 

400,  9-51.500, 

9-51.600., 

9-59.005. 


9-59.006. 

9-56.002,  9-56.- 

405. 
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Records  and  Reports 

Subject  Reference 

Small  Buslneea  and  Labor  9-1.709, 9-1.807. 
Surplus  Reports. 

Possible  Antitrust  Viola-  9-1.901. 
tlons. 

Identical  Bids- .  9-1.1603. 

Dissemination  of  Procure-  9-3.103. 
ment  Information. 

Contract  Reporting -  9-64. 

Justifications _  9-56.102-3,  9-66.- 

204. 

§  9—59.005  Procedures  for  handling 
mistakes  under  cost-type  contractor 
procurement. 

(a)  Managers  of  Field  Offices  may 
authorize  the  withdrawal  of  bids  or  the 
correction  of  mistakes  in  bids  submitted 
to,  and  contracts  awarded  by,  cost-type 
contractors  in  accordance  with  this 
section. 

(1)  Contractors  may  permit  the  with¬ 
drawal  of  bids  upon  a  showing  of  clear 
and  convincing  evidence  of  the  alleged 
mistake. 

(2)  Contractors  may  correct  obvious 
clerical  errors  in  bids  disclosed  prior  to 
award,  regardless  of  amoimt. 

<3)  Except  as  provided  in  paragraph 
(4)  of  this  section,  contractors  may  cor¬ 
rect  other  mistakes  in  bids  and  contracts 
as  provided  in  this  section. 

(4)  Managers’  of  Field  Offices  approval 
shall  be  required  for: 

(I)  Any  corrections  of  mistakes  which 
would  cause  the  bid  or  contract  price 
(a)  to  exceed  that  of  the  second  low  bid, 
or  (b)  to  displace  one  or  more  lower 
acceptable  bids; 

(II)  Any  corrections  of  mistakes  in 
bids,  other  than  obvious  clerical  errors, 
in  procurement  actions  which  require 
AEC  approval; 

(ill)  Any  correction  of  mistakes  in 
contracts  disclosed  after  award  which 
exceed  $1,000;  and 

(iv)  Any  rescission  of  a  contract. 

(b)  Corrections  of  mistakes  are  au¬ 
thorized  under  paragraph  (a)  (3)  and 
(4)  of  this  section  when; 

(1)  There  is  clear  and  convincing  evi¬ 
dence  to  support  both  the  assertion  of  a 
mistake  and  the  amount  thereof; 

(2)  The  mistake  was  made  in  good 
faith; 

(3)  The  mistake  is  of  such  a  nature 
that  correction  thereof  is  justified  by 
considerations  of  fair  dealing;  and 


(4)  The  mistake  is  of  the  type  that 
would  be  corrected  imder  the  contrac¬ 
tor’s  private  procurement  practices,  or 
with  respect  to  mistakes  in  bids  in  excess 
of  $1,000,  or  which  otherwise  require  ap¬ 
proval  of  Managers  of  Field  Offices,  a  de¬ 
termination  is  made  that  relief  would  be 
granted  imder  applicable  Federal  law. 

(c)  The  authority  of  this  section  may 
not  be  used  to  make  a  bid  resix>nsive. 

(d)  Where  rescission  is  an  appropriate 
remedy,  the  Manager  may  authorize  a 
modification  in  a  specific  amount,  or  ap¬ 
prove  revisions  in  other  terms  and  condi¬ 
tions,  in  lieu  of  rescission. 

(e)  Where  a  contract  is  executed  or 
work  is  continued  after  assertion  of  a 
mistake,  the  alleged  mistake  may  be  con¬ 
sidered  on  its  merits  as  of  the  time  it  was 
asserted,  provided  the  contract  was  exe¬ 
cuted  or  the  work  continued  pursuant  to 
an  understanding  that  such  action  did 
not  constitute  a  waiver  of  any  rights. 

(f)  Corrections  of  mistakes  or  other 
remedial  actions  taken  pursuant  to  this 
section  shall  be  documented  by  a  written 
statement  setting  forth  the  circum¬ 
stances  and  basis  for  such  action  and 
shall  be  made  a  part  of  the  procurement 
file. 

(g)  When  correction  of  mistakes  or 
other  relief  cannot  be  granted  under  the 
criteria  of  this  section.  Managers  of  Field 
Offices  may  deny  the  request  or  forward 
the  file  to  the  Director,  Division  of  Con¬ 
tracts,  with  their  recommendation  for 
action. 

§  9—59.006  Profiirement  from  rontrac- 
lor-conlrolleil  sources. 

(a)  When  a  cost-type  contractor 
maintains  a  separate  procurement  func¬ 
tion  for  performance  of  work  in  AEC 
facilities  on  AEC  sites,  procurement  from 
contractor-controlled  sources  (any  divi¬ 
sion,  subsidiary,  or  affiliate  of  the  con¬ 
tractor  under  a  common  control)  may  be 
treated  in  the  same  manner  as  procure¬ 
ment  from  other  sources  provided: 

(1)  The  procurement  is  made  imder 
the  same  terms  and  conditions  as  would 
apply  if  the  purchase  was  from  a  third 
party; 

(2)  The  procurement  is  made  in  ac¬ 
cordance  with  policies  and  procedures 


particularly  designed  to  permit  fair  and 
open  competition  which  have  been  ap¬ 
proved  by  the  contracting  officer;  and 

(3)  The  procurement  is  made  in  a 
manner  which  results  in  legally  enforce- 
able  terms  and  conditions. 

When  any  of  the  conditions  above  cannot 
be  met,  procurements  involving  contrac¬ 
tor-controlled  sources  should  be  made  dl- 
rectly  by,  or  with  the  prior  approval  of 
AEC.  ' 

(b)  Guidance  with  respect  to  reim¬ 
bursement  for  procurements  or  tranafei  I 
from  contractor-controlled  sources  by  > 
cost-type  contractors  other  than  thpgt  i 
identified  in  paragraph  (a)  of  this  sec-  | 
tion  is  set  forth  in  §  9-15.5019-19.  in  ) 
these  cases  adequate  provisions  should  be 
made  to  give  the  Government  the  bene-  \ 
fit  of  customary  warranties  and  protec¬ 
tion  against  patent  infringement  ap¬ 
plicable  under  the  circumstances. 

(c)  Subcontracts  for  performance  of 
contract  work  itself  (as  distinguished 
frwn  procurement  of  supplies  and  sen-  ' 
ices  needed  in  connection  with  the  per¬ 
formance  of  work)  require  AEC  author¬ 
ization  which  may  involve  an  adjust¬ 
ment  of  the  contractor’s  fixed  fee  (see, 
for  example,  §  9-7.5006-56,  Note  (a)).  11 
the  cost- type  contractor  seeks  authorlia, 
tion  to  have  some  part  of  the  contract 
work  performed  by  a  contractor-con¬ 
trolled  source,  and  the  contractor’s  per¬ 
formance  of  that  work  was  a  factw  in 
the  negotiated  fixed  fee,  AEC  approwd 
would  normally  require  (1)  that  the  c<m- 
tractor-controlled  source  perform  sudi 
work  on  a  cost  basis  without  profit  or 
(2)  an  equitable  downward  adjustmait 
to  the  contractor’s  (i.e.,  the  contractile 
component’s)  fixed  fee. 

Effective  date.  These  regulations  are 
effective  upon  publication  in  the  Pedbmi 
Register. 

Dated  at  Germantown,  Md.,  this  17th 
day  of  September  1969. 

For  the  U.S.  Atomic  Energy  Commis¬ 
sion. 

Joseph  L.  Smith, 
Director,  Division  of  Contracts. 

IF.R.  Doc.  69-11303:  Piled,  Sept.  26,  1968; 

8:45  a.m.] 
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